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HIGHLIGHTS 


THIS  STUDY  describes  the 
early  1960  setup  and  opera- 
tions of  Southwestern  Irrigated 
Cotton  Growers  Association,  El 
Paso,  Tex. — commonly  known  as 
SWIG — and  then  reviews  impor- 
tant events  in  the  association's 
history. 

SWIG  is  a  35-year-old  cotton  co- 
operative that  in  its  first  34  years — 
through  the  crop  of  1959 — paid  its 
members  $227  million  for  1,637,150 
bales  of  cotton  marketed  and  more 
than  $45  million  for  649,418  tons  of 
cottonseed  processed  and  marketed. 

Between  1939  and  1959,  deliveries 
by  members  of  SWIG  doubled 
twice  both  in  number  of  bales  of 
cotton  and  in  tons  of  cottonseed. 
Dollar  volume  of  annual  payments 
to  members  for  cotton  and  cotton- 
seed increased  about  14  times. 

SWIG,  early  1960  edition,  mar- 
keted around  100,000  bales  of  Acala 
and  Pima  cotton  and  50,000  tons  of 
cottonseed  annually,  for  some  1,500 
growers  in  the  cotton-growing 
counties  west  of  the  Pecos  River 
in  Texas  and  New  Mexico  and  in 
3  counties  in  southeastern  Arizona. 

The  secret  of  SWIG's  success  as 
stated  by  General  Manager  W.  R. 
Squires  after  33  years'  experience 
is  this : 

"Of  all  cooperative  ingredients 
for  success,  the  most  important  is 
flexibility  in  operations." 


This  report  describes  operations 
of  SWIG,  showing  just  how  flexi- 
bility has  contributed  to  its  success. 
Objectives  of  the  report  are : 

1.  To  tell  the  story  of  a  success- 
ful cotton  marketing  cooperative. 

2.  To  help  the  members  of  SWIG 
better  understand  and  appreciate 
the  dollar  benefits  of  their  coopera- 
tive. 

3.  To  encourage  other  groups  of 
cotton  growers — and  producers  of 
other  farm  commodities — to  under- 
take similar  solutions  of  their 
marketing  problems. 

SWIG  was  organized  in  1926  to 
market  the  cotton  and  cottonseed 
produced  by  growers  in  irrigated 
areas  of  Texas  and  New  Mexico 
around  El  Paso. 

SWIG  started  as  a  friendly 
separation  from  the  Texas  Farm 
Bureau  Cotton  Cooperative  Asso- 
ciation, a  statewide  association 
formed  in  1921,  with  headquarters 
at  Dallas. 

During  the  3  years,  1921-23,  one 
or  more  cotton  marketing  coopera- 
tives had  been  organized  in  each  of 
12  cotton-growing  States  on  a  large- 
scale  centralized  plan  worked  out 
by  a  California  attorney,  Aaron 
Sapiro. 

The  heart  of  this  new  and  revo- 
lutionary plan  offered  to  cotton 
farmers  of  the  South  was  an  iron- 
clad contract.  It  required  members 
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to  deliver  all  cotton  produced  dur- 
ing a  5-year  period  and  held  out  a 
hope  that  the  price  of  cotton  could 
be  set  through  a  supply  monopoly 
gained  by  farmers  because  of  mem- 
bership in  a  cooperative. 

SWIG  benefited  greatly  from  the 
experiences  of  these  earlier  cotton 
marketing  cooperatives.  The  5- 
year  contract  was  continued  but 
was  modified  to  permit  annual 
withdrawal  by  members.  The  idea 
of  monopoly  control  of  supply  and 
price  of  cotton  was  abandoned  as 
impractical  and  unrealistic.  But 
the  principle  of  selling  cotton  de- 
livered by  members  directly  to  mills 
in  even-running  quality  lots  and 
paying  members  net  sales  returns 
above    costs   was   continued  and 


materially  strengthened. 

SWIG  contributed  further  to  a 
sound  financial  setup  for  marketing 
cooperatives  by  recognizing  and 
identifying  the  2  percent  reserve 
witholding  from  sales  receipts  as 
capital  or  net  worth,  rather  than  as 
a  delayed  settlement  or  liability  to 
members. 

SWIG,  as  the  lucky  13th  mem- 
ber of  The  American  Cotton 
Growers  Exchange  in  1926  and  1 
of  11  charter  members  of  the  Amer- 
ican Cotton  Cooperative  Associa- 
tion in  1930,  is  one  of  very  few  of 
these  member  cooperatives  to  oper- 
ate continuously  under  its  original 
charter  without  going  through  some 
kind  of  reorganization  or  change 
in  name. 
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By  Otis  T.  Weaver, 

Cotton  and  Oilseeds  Branch, 

Marketing  Division 

THIS  PUBLICATION  is  about 
SWIG — a  cooperative  that 
markets  around  100,000  bales 
of  cotton  a  year  and  the  oil,  meal, 
hulls,  and  linters  processed  from 
nearly  50,000  tons  of  cottonseed  for 
some  1,500  farmers  who  raise  cot- 
Note. — The  author  wishes  to  express 
appreciation  to  Edward  Breihan,  assist- 
ant general  manager,  SWIG,  for  having 
furnished  most  of  the  basic  statistical 
data  for  this  report. 


ton  in  numerous  and  widely  sepa- 
rated irrigated  areas  of  west  Texas, 
southern  New  Mexico,  and  south- 
eastern Arizona. 

The  story  of  this  cooperative  is 
divided  into  two  parts.  Part  I  ex- 
plains the  business  organization  of 
SWIG  and  Part  II  recounts  the 
association's  early  history. 

This  report  has  three  purposes: 
The  first  is  to  record  the  successful 
efforts  of  a  group  of  cotton  growers 
who  have  integrated  marketing 
with  their  on-f  arm  business  of  pro- 
ducing cotton  for  a  third  of  a 
century. 
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The  second  is  to  further  the  un- 
derstanding and  appreciation  of 
the  member-growers  in  this  market- 
ing department  of  their  total  cotton 
business  operation. 

The  third  and  most  important 
purpose  is  to  make  available  to  cot- 
ton growers  in  other  areas  the  more 
important  cooperative  cotton  mar- 
keting principles  and  practices  that 
have  been  adopted  and  tested  by 
SWIG. 

Delegations  of  cotton  growers 
from  other  States  and  other  areas 
of  Texas  have  visited  SWIG  a 
number  of  times  during  the  past  20 
years  to  study  its  methods  of  opera- 
tion and  form  of  organization.  As 


a  direct  result  of  these  visits,  sev- 
eral associations  have  been  influ- 
enced either  in  their  initial  setups, 
or  during  a  reorganization,  by 
SWIG's  example. 

This  publication  is  intended  to 
further  such  interest  in  SWIG  as  a 
pattern  not  only  to  other  cotton 
processing  and  marketing  coopera- 
tives but  also  to  associations  that 
process  and  market  other  farm 
products.  It  may  prove  an  inspira- 
tion, also,  to  other  groups  of  pro- 
ducers who  are  considering  the  or- 
ganization of  a  needed  processing  or 
marketing  cooperative  to  extend 
and  strengthen  their  farm  business 
operations. 


SWIG        The  Geographic  Area 

(  1 


SWIG  can  best  be  described  in  the 
setting  of  the  cotton-growing 
area  which  it  serves.  More  than 
half  its  members  and  volume  of 
business  are  from  the  narrow  Rio 
Grande  and  Mesilla  Valleys,  ex- 
tending some  75  miles  above  and 
below  El  Paso. 

Essentially  all  of  this  concen- 
trated area  is  within  El  Paso 
County,  Tex.,  and  Donna  Anna 
County,  N.  Mex.  Other  growers 
served  are  scattered  from  adjoining 
counties  in  Texas  and  New  Mexico 
to  as  far  east  as  the  Pecos  River, 
north  to  the  34th  parallel,  and  west 
to  include  Greenlee,  Cochise,  and 
Graham  Counties,  Ariz. 

This  entire  area  covers  about  20 
Texas  and  New  Mexico  counties 
located  west  of  the  Pecos  River,  and 
o  southeastern  Arizona  counties. 


Only  11  of  these  counties  produce 
enough  cotton  to  be  reported  sepa- 
rately in  annual  publications  of  the 
Bureau  of  the  Census  for  number 
of  bales  ginned. 

Except  for  irrigation  the  entire 
area  would  be  almost  a  desert.  The 
annual  rainfall  seldom  is  as  much 
as  15  inches,  and  in  some  sections 
some  years  it  is  less  than  5  inches 
10,  16). 1  Water  sources  are 
from  both  surface  and  underground 
reservoirs. 

Elephant  Butte  Dam  on  the  Rio 
Grande  in  southwestern  New  Mex- 
ico, .numerous  smaller  reservoirs  on 
the  Pecos  in  eastern  New  Mexico, 
and  other  small  streams  in  New 
Mexico    and    Arizona    supply  a 


1  Italicized  numbers  in  parentheses  re- 
fer to  Literature  Cited,  page  49. 
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limited  amount  of  canal  water  to 
down-stream  river  valleys.  Addi- 
tional sources  of  water  are  the 
thousands  of  wells  that  tap  under- 
ground reservoirs  and  streams  at 
varying  depths  and  pumping  costs. 

The  elevation  of  the  narrow  val- 
leys and  level  plateaus  where  cot- 
ton is  grown  varies  from  3,000  to 
4,000  feet  above  sea  level.  Rocky 
and  barren  mountain  ranges  sepa- 
rating the  farming  areas  have  rug- 
ged peaks  extending  up  to  10,000 
feet. 

Average  monthly  temperatures 
vary  from  the  mid-40 °  in  December 
and  January  to  around  80°  in 
July  and  August.  Daytime  tem- 
peratures in  summer  above  100°  are 
not  unusual;  nighttime  tempera- 
tures in  winter  months  below  zero 
are  rare.  The  growing  season  be- 
tween the  last  spring  frost,  usually 


during  the  first  2  weeks  in  April, 
and  the  first  fall  frost  around  No- 
vember 1  varies  from  190  to  230 
days.  The  shorter  seasons  are  in 
the  areas  of  higher  elevations  and 
latitude.  Planting  dates  range 
from  April  1  to  May  10. 

Before  World  War  I,  cotton  was 
practically  unknown  in  the  area. 
The  Agricultural  Census  of  1910 
reported  less  than  1,000  bales  total 
cotton  production.  By  1926  the 
area  was  producing  more  than  100,- 
000  bales  of  cotton  annually. 

Running  bales  ginned  by  coun- 
ties were  first  reported  separately 
by  the  Bureau  of  the  Census  for 
El  Paso  County,  Tex.,  in  1920,  the 
southern  New  Mexico  counties  in 
1923,  and  for  Graham  County, 
Ariz.,  in  1924.-  Ginnings  for  Co- 
chise County,  Ariz.,  were  not  re- 
ported separately  until  1958.  Since 
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The  24-hour  message — brilliantly  lighted  at  night—to  all  who  travel  U.S.  Highway  80  is  that 
SWIG  means  cotton  and  cottonseed  products.  SWIG  headquarters  and  complete  plant,  includ- 
ing an  oil  mill  and  refinery,  are  to  the  right  of  the  sign. 
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Figure  1. — Cotton  production  in  area  served  by  SWIG  (light  semicircle 
around  El  Paso  extending  into  Arizona,  New  Mexico,  and  Texas) 
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Each  dot  represents  5,000  bales 
Abstracted  from  AMS  Neg.  3395A-58 


World  War  II  annual  production 
has  averaged  more  than  a  half  mil- 
lion bales  from  less  than  half  as 
many  acres  (figure  1  and  appendix 


table  1).  Yields  of  individual 
crops  in  excess  of  three  bales  an 
acre  are  not  uncommon  in  the  area 
served  by  SWIG. 


Varieties  and  Quality  of  Cotton  SWHj 


TWO  DISTINCT  varieties  of 
cotton  are  produced  in  the 
area  served  by  SWIG — Upland 
and  American-Egyptian  or  Pima. 
Upland  production  is  about  10 
times  that  of  Pima.  Some  farmers 
grow  both  varieties  though  the 
number  producing  Pima  is  less  than 
those  producing  Upland.   The  pre- 


vailing variety  and  strain  of  Up- 
land is  Acala  1517C  and  of  Ameri- 
can-Egyptian, Pima  S-l. 

The  predominant  staple  lengths 
of  Upland  varieties  are  iys  and 
1%2  inches,  and  of  Pima  1%  and 
1%6  inches  (1) . 

More  than  two-thirds  of  the  total 
U.S.  production  of  Pima  is  within 
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this  area  served  by  SWIG.  The 
remaining  third  is  largely  grown  in 
the  Arizona  counties  west  of 
Graliam  and  Cochise. 

Acreage  allotments  under  U.S. 
Government  control  programs  are 
entirely  separate  for  Upland  and 
Pima  cotton.  These  two  varieties 
therefore  compete  for  land  use  as 
between  either  of  these  cottons  and 
other  kinds  of  crops. 

Mullins  concluded  in  a  study 
published  in  1955  that  .  .  .  farm 
incomes  per  acre  would  be  about 
equal  for  Pima  S-l  cotton  and  the 
prevalent  Upland  varieties,  when 


the  yield  of  Pima  S-l  is  65  to  70 
percent  of  Upland  yields  and  the 
average  price  of  Pima  S-l  is  about 
160  to  180  percent  of  the  price  of 
Upland-'  (13). 

This  study  also  showed  that  for 
the  area  served  by  SWIG  1949-53 
yields  of  Pima  S-l  were  about  two- 
thirds  as  much  as  for  Upland,  that 
prices  for  Pima  S-l  during  this 
5-year  period  were  1.8  times  the 
prevailing  prices  for  Upland,  and 
that  per  acre  returns  to  growers 
above  comparable  costs  were 
slightly  more  from  Pima  S-l  than 
from  Upland  varieties. 


SWIG 


Parti 


The  Cooperative  Business  Organization 


SWIG  is  a  combination  of  many 
parts  as  follows : 

1.  A  charter  to  operate  a  business 
on  a  cooperative  basis. 

2.  Some  1,500  people  who  not 
only  grow  cotton  but  have  also  de- 
cided to  extend  their  farm  business 
operations  into  processing  and  mar- 
keting cotton  and  cottonseed 
products. 

3.  Approximately  $1  million  in 
capital  supplied  by  members  in 
proportion  to  sales  made  through 
the  association. 

4.  A  management  team  made  up 
of  democratically  elected  directors 
and  qualified  hired  executives. 

5.  About  100  competent  and  loyal 
employees,  most  of  whom  are  skilled 
by  several  years'  experience  in  the 


responsibilities  of  their  jobs. 

6.  A  plant  consisting  of  a  mod- 
ern and  efficient  cottonseed  oil  mill  ; 
a  cottonseed  oil  refinery ;  an  attrac- 
tive, air-conditioned  headquarters 
office  building;  and  a  new  cotton 
classing  office  equipped  with  arti- 
ficial lighting  and  controlled  hu- 
midity and  temperature. 

7.  Thirty-five  years  experience  in 
operating  a  cooperative  cotton 
marketing  association,  using  pri- 
marily the  seasonal  pool  method  of 
selling  products  delivered  by  mem- 
ber-patrons. 

This  is  a  thumb-nail  description 
of  SWIG,  model  early  1960's.  Fig- 
ure 2  pictures  the  present  organiza- 
tional setup.  Details  to  fill  out  the 
picture  follow. 
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Legal  Structure 


ESSENTIALLY  all  the  author- 
ity, rights,  powers,  and  rules 
of  a  cooperative  are  contained  in 
the  following  legal  documents : 

1.  State  statute  under  which  in- 
corporated. 

2.  Its  articles  of  incorporation 
and  bylaws  initially  adopted  or  sub- 
sequently amended  by  members. 

3.  Policy  decisions  made  at  offi- 
cial meetings  of  directors  or  mem- 
bers and  properly  recorded  in  the 
minutes. 

4.  Marketing  agreements  or  other 
contracts  with  members. 

5.  The  stock  or  other  capital  cer- 
tificates issued  to  evidence  member 
ownership  and  control. 

The  source  and  line  of  authority 
between  these  documents  flows  gen- 
erally in  the  order  named.  The 
provisions  of  each  one  in  turn  must 
be  consistent  with  the  preceding 
one. 

Texas  Cooperative  Marketing  Act 

SWIG  is  incorporated  as  a  non- 
stock association  under  the  provi- 
sions of  the  Texas  Cooperative  Mar- 
keting Act.2  This  statute  was 
enacted  by  the  Texas  legislature  in 
1921,  approximately  a  year  before 
the  Bingham  Cooperative  Market- 
ing Act — commonly  known  as  the 
Standard  Cooperative  Marketing 
Act — was  passed  in  Kentucky. 

In  addition  to  Kentucky,  more 
than  30  other  States  adopted  simi- 
lar   cooperative    marketing  acts 

2  Vernon's  Annotated  Texas  Statutes, 
Art.  5737-5764  inclusive. 


within  a  5-year  period  after  the 
enactment  of  the  Texas  statute. 
According  to  Montgomery,  "No 
other  statute  in  the  history  of  State 
legislation  in  this  country  has  ever 
received  such  immediate  and  gen- 
eral acceptance"  (12) . 

The  Texas  Cooperative  Market- 
ing Act  permits  incorporators  to 
choose  between  certain  alternatives 
in  drafting  articles  of  incorpora- 
tion, as  most  cooperative  statutes  of 
other  States  do.  For  example,  un- 
der the  Texas  Act,  "*  *  *  five  or 
more  persons  engaged  in  the  pro- 
duction of  agricultural  prod- 
ucts *  *  *  may  form  a  nonprofit  co- 
operative association  with  or  with- 
out capital  stock  *  *  *"  and  "The 
affairs  of  the  association  shall  be 
managed  by  a  board  of  not  less  than 
five  directors  *  *  *  ."  (Author 
added  italics.) 

These  and  other  alternatives  in 
cooperative  marketing  statutes 
make  it  possible  for  incorporators 
to  have  some  choice  in  the  legal 
structure  of  their  cooperative. 
Within  limits  specified  in  the 
statute,  a  cooperative  becomes  a 
legislative  body  in  determining  its 
own  legal  setup. 

Articles  of  Incorporation 

The  articles  of  incorporation  of  a 
cooperative  are  sometimes  referred 
to  as  its  constitution.  This  docu- 
ment is  somewhat  similar  to  the 
constitution  of  a  State.  It  is  the 
"birth  certificate"  of  a  cooperative. 
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A  cooperative'  becomes  a  legal  per- 
son, or  a  corporate  entity  separate 
from  its  members,  when  its  articles 
of  incorporation  are  approved  by 
the  proper  State  official. 

Articles  of  incorporation,  certi- 
fied to  and  submitted  by  the  incor- 
porating directors  of  SWIG,  were 
approved  and  recorded  by  the 
Texas  Secretary  of  State  August 
19,  1926.  No  amendments  have 
been  made  to  this  original  document 
during  the  35  years  the  cooperative 
has  been  in  existence. 

SWIG's  articles  of  incorporation 
are  brief — a  preamble,  six  num- 
bered articles,  a  notarized  certifica- 
tion by  the  incorporators,  and  an 
acceptance  by  the  Secretary  of 
State — all  on  two  typewritten 
pages. 

The  preamble  is  as  follows : 
"We,  the  undersigned,  all  of 
whom  are  residents  and  citizens  of 
the  States  of  Texas  and  New  Mexi- 
co, engaged  in  the  production  of 
agricultural  products,  do  hereby 
voluntarily  associate  ourselves  to- 
gether for  the  purpose  of  forming  a 
nonprofit  cooperative  marketing 
association,  without  capital  stock, 
under  the  Cooperative  Marketing 
Act  of  the  State  of  Texas." 

The  names  of  the  incorporating 
or  charter  members  who  signed  the 
articles  of  incorporation  are  listed 
in  the  appendix,  page  53. 

Bylaws 

The  bylaws  of  a  cooperative  are 
similar  to  the  laws  passed  by  the 
legislature  of  a  State.  In  effect, 
a  cooperative  is  an  economic  democ- 
racy having  a  representative  form 
of  government.  The  bylaws  are 
self-adopted  rules  consistent  with 
the  articles  and  the  State  statute, 
by  which  the  members  agree  among 
themselves  to  be  governed  in  con- 


ducting their  cooperative  business 
undertaking. 

SWIG's  bylaws,  adopted  after  in- 
corporation in  1926  were  practically 
rewritten  by  numerous  amendments 
made  in  1928.  These  amendments 
and  the  reasons  therefor  are 
explained  in  Part  II,  which  dis- 
cusses the  history  and  background 
of  the  association.  Additional  by- 
law provisions  with  respect  to  mem- 
bers are  discussed  in  following 
paragraphs  on  membership  certifi- 
cates and  marketing  agreements. 

Membership  Certificates 

As  a  nonstock  association,  SWIG 
has  members  rather  than  stock- 
holders. Each  member  has  one 
vote.  Voting  by  proxy  is  author- 
ized. Any  person,  firm,  or  corpora- 
tion engaged  in  the  production  of 
cotton  and  cottonseed  in  the  area 
served  by  the  association  is  eligible 
for  membership.  As  stated  in 
the  bylaws  "Every  person  shall 
pay  .  .  .  upon  entering  the  associa- 
tion a  membership  fee  ...  of  not 
to  exceed  ten  dollars." 

Each  prospective  new  member 
must  sign  an  application  for  mem- 
bership. A  signed  application  sig- 
nifies the  growers  acceptance  of  all 
conditions  in  the  marketing  agree- 
ment as  well  as  approval  of  provi- 
sions in  the  articles  of  incorporation 
and  bylaws.  All  signed  applica- 
tions for  membership  are  reviewed 
and  considered  by  the  board  of  di- 
rectors. Although  the  board  sel- 
dom rejects  an  application  for 
membership,  it  has  the  power  to  do 
so. 

The  membership  certificate  in  a 
nonstock  association,  like  a  share  of 
common  stock  in  an  association 
having  capital  stock,  is  an  evidence 
of  voting  rights  and  the  authority 
to  use  the  services  of  the  association. 
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An  active  membership  certificate 
likewise  represents  a  property  in- 
terest in  the  net  worth  of  an  associ- 
ation, as  does  a  share  of  outstand- 
ing common  stock. 

Membership  certificates  in  SWIG 
are  different  from  common  stock  in 
one  important  respect.  The  $10 
membership  fee  is  not  refunded  in 
whole  or  in  part  when  a  member- 
ship is  terminated  either  by  the 
member  or  the  association.  As  a 
result  the  accounting  records  do  not 
reflect  the  number  of  members,  or 
the  final  termination  of  member- 
ship, as  does  the  retirement  of  a 
share  of  common  stock  when  a  mem- 
bership is  terminated.  The  secre- 
tary of  SWIG  is  charged  in  the 
bylaws  "to  keep  a  proper  member- 
ship book  showing  the  names  of 
each  member  of  the  association,  the 
number  of  his  membership  certifi- 
cate, the  date  of  issuance,  surrender, 
cancellation,  expulsion,  forfeiture 
or  transfer.'' 

Marketing  Agreements 

The  marketing  agreement  is  a 
formal  contract  for  a  5-year  period 
between  a  member  and  SWIG.  A 
member  "may  withdraw  from  the 
association  at  any  time  during  the 
first  fifteen  days  of  May  in  any 
given  year"  by  "giving  thirty  days 
written  notice.'* 

The  board  of  directors  may  also 
cancel  a  membership  and  marketing 
agreement  .  .  .  "if  any  member 
shall  cease,  fail,  neglect  or  refuse, 
for  any  reason  whatsoever,  to  mar- 
ket all  or  any  of  the  cotton  or  cot- 
tonseed owned  or  grown  by  him."' 

A  membership  and  marketing 
agreement  automatically  expires  at 
the  end  of  the  5-year  contract 
period  unless  the  grower  extends 
his  contract  for  another  5-year 
period.  A  member  who  voluntarily 


For  o  third  of  a  century,  W.  R.  (Bill)  Squires 
has  served  the  Southwestern  Irrigated  Cotton 
Growers  Association  as  general  manager 
under  the  supervision  of  its  board  of 
directors. 


withdraws  cannot  be  readmitted 
for  a  1-year  period ;  a  member  who 
is  expelled  cannot  be  readmitted 
for  3  years. 

The  marketing  agreement  pro- 
vides for  liquidating  damages  from 
the  member  for  breach  of  the  con- 
tract in  the  amount  of  5  cents  a 
pound  on  cotton  and  $4  a  ton  on 
cottonseed  that  is  produced  by  the 
member  and  not  delivered  to  the 
association.  The  member  is  also 
liable  for  attorney  fees  and  court 
costs  in  actions  by  the  association 
for  contract  violation  by  the  mem- 
ber. In  addition  the  bylaws  pro- 
vide for  a  "penalty  of  fifty  dollars 
for  each  and  every  violation*'  of 
the  bylaws. 

SWIG  has  seldom  made  any  ef- 
fort to  enforce  liquidated  damages 
or  penalties  against  a  member,  and 
not  at  all  in  recent  years.  The 
strength  of  the  marketing  agree- 
ment is  not  in  the  penalties,  but 
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rather  in  each  member's  under- 
standing that  SWIG  could,  and 
likely  would,  refuse  to  market  his 


Financial  Organization 


THE  FINANCIAL  structure  of 
a  cooperative  includes  more 
than  the  equities  of  members  in  its 
permanent  capital  or  net  worth. 
The  source  of  seasonal  capital  used 
to  pay  members  for  products  de- 
livered for  marketing  and  the  tim- 
ing of  payments  for  these  products 
largely  determine  the  extent  to 
which  members  share  price  risks  as 
well  as  patronage  benefits  in  pro- 
portion to  the  volume  of  business 
furnished. 

In  a  seasonal  pool  operation 
where  the  initial  advance  payments 
are  below  market  prices,  the  prod- 
uct itself  becomes  a  source  of  work- 
ing capital.  SWIG  has  consist- 
ently used  the  seasonal  pool  for 
marketing  both  cotton  and  cotton- 
seed delivered  by  members. 

Operating  capital  needed  above 
that  supplied  by  both  the  invest- 
ment of  members  in  capital  reserves 
and  the  less-than-market  price  ad- 
vances at  the  time  of  delivery  of 
products  by  members  is  obtained  by 
seasonal  borrowing.  Sources  of 
these  credit  needs  are  the  Houston 
Bank  for  Cooperatives,  commercial 
banks,  and  loans  made  by  Com- 
modity Credit  Corporation  under 
various  U.S.  Government  price 
support  programs. 

Two  Cooperatives  in  One 

The  financial  structure  of  SWIG 
is  the  same  as  it  would  be  if  there 


products  if  the  marketing  agree- 
ment is  repeatedly  and  willfully 
violated. 


were  two  separate  cooperatives — 
one  to  market  cotton  and  another 
to  process  cottonseed  and  market 
the  products.  Each  of  these  two 
major  operating  departments  has 
its  own  set  of  accounting  records. 
Asset,  liability,  and  net  worth  ac- 
counts of  the  two  departments  are 
kept  entirely  separate,  as  are  reve- 
nues and  expense  accounts. 

Members  of  SWIG  may  be 
patrons  of  either  or  both  the  cot- 
ton and  cottonseed  departments. 
The  board  of  directors  and  the 
management  staff  are  common  to 
both  departments. 

The  cotton  marketing  department 
is  commonly  referred  to  as  SWIG, 
since  it  was  in  operation  some  8 
years  before  the  oil  mill  was  ac- 
quired. The  oil  mill  or  cottonseed 
department  is  known  as  Farmers 
Cooperative  Oil  Mill.  It  is  some- 
times referred  to  as  a  subsidiary; 
but  it  is  not.  Legally,  both  depart- 
ments together  are  Southwestern 
Irrigated  Cotton  Growers  Associa- 
tion. 

Assets  carried  on  the  books  of  the 
cotton  marketing  department  in- 
clude all  of  the  association's  real 
estate,  land  improvements,  the 
headquarters  office  building  and 
classing  office,  and  all  office  furni- 
ture and  fixtures.  A  75,000-bale 
cotton  warehouse  in  Houston,  Tex., 
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acquired  early  in  1961,  increased 
assets  of  the  cotton  department  by 
nearly  $1  million. 

Assets  of  the  cottonseed  depart- 
ment include  the  cottonseed  oil  mill, 
refinery,  and  trucks. 

Net  Worth 

The  net  worth  equity  of  members 
in  SWIG  was  slightly  more  than 
$1  million  as  of  June  30,  1960  (ap- 
pendix table  2).  This  entire 
amount  has  been  accumulated  by 
withholding  from  payments  to 
members  for  products  marketed, 
under  authority  in  the  bylaws  to 
"*  *  *  set  up  a  reserve  or  re- 
serves *  *  *  in  such  amounts  as  the 
board  of  directors  in  its  conclusive 
discretion  may  determine,  but  shall 
not  exceed  in  any  one  year  two  per- 
cent of  the  total  gross  re-sale  prices 
of  the  association's  cotton  and  cot- 
tonseed.'' 

Equities  of  members  in  this  re- 
serve have  been  kept  separate  for 
cotton  and  cottonseed  patrons,  as 
mentioned  above. 

Equities  of  cottonseed  shippers 
are  further  separated  into  patron- 
age equity  certificates  totaling  $568,- 
811.22  and  patronage  equity  re- 
serves totaling  $143,057.00,  as  of 
June  30,  1960.  Both  are  allocated 
on  the  books  as  to  individual  equi- 
ties.   Patronage  equity  certificates 


are  evidenced  to  patrons ;  patronage 
equity  reserves  are  not.  Both  are 
identified  by  the  year  withheld. 

All  capital  equities  of  cotton  ship- 
pers are  classified  as  patronage 
equity  reserves.  These  are  allocated 
on  the  books  by  individual  patrons 
and  by  the  year  withheld,  but  are 
not  evidenced  by  certificates.  The 
$292,305.14  total  of  this  reserve  as 
of  June  20,  1960,  makes  up  the  en- 
tire net  worth  equity  of  patrons  in 
the  cotton  marketing  department. 

It  is  the  policy  of  SWIG  to  re- 
volve patronage  equity  certificates 
for  both  the  cotton  and  cottonseed 
departments.  In  keeping  with  this 
policy  a  20-percent  payment  total- 
ing $107,811.23  was  made  on  the 
1950-51  patronage  equity  certifi- 
cates in  1958-59  and  a  new  retain 
of  $137,560.79  was  withheld  that 
year. 

Appendix  table  2  shows  SWIG's 
net  worth  as  of  June  30, 1960.  After 
June  30,  1960,  additional  equity 
certificates  of  $217,085.50  were  is- 
sued as.  final  settlement  on  1959-60 
cottonseed  operations,  and  a  sec- 
ond 20-percent  ($107,811.23)  par- 
tial retirement  was  made  on  the 
1950-51  series  of  patronage  equity 
certificates.  These  additions  and 
retirements  changed  the  June  30, 
1960,  net  worth  of  the  cottonseed 
department  from  $711,868.22  to 
$821,142.49. 


SWIG 


Operations 


AT  THE  TIME  a  grower-mem- 
ber  of  SWIG  leaves  his  farm 
with  one  or  more  bales  of  cotton 


on  a  truck  or  trailer  he  has  one 
product — seed  cotton.  After  his 
first  stop  at  a  cotton  gin — in  this 
area  usually  a  local  cooperative 
gin — he  has  two  products,  a  bale  of 
cotton  and  about  800  pounds  of 
bulk  cottonseed.   He  then  delivers, 
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or  has  delivered,  one  or  both  of 
these  products  to  SWIG. 

The  operations  of  the  cotton  and 
cottonseed  departments  of  SWIG 
are  entirely  separate  as  are  the 
financial  structures  and  the  ac- 
counting records  of  the  two  depart- 
ments. The  operations  are  as 
segregated  as  if  the  business  of  the 
two  departments  were  carried  on 
in  separate  buildings  miles  apart. 
In  terms  of  total  dollars  paid 
growers  as  net  sales  returns,  cotton 
is  approximately  eight  times 
greater  than  cottonseed.  Net  sales 
returns  paid  to  growers  for  the  3 
crop  years  1957-59  averaged  $20.8 
million  for  cotton  and  $2.6  million 
for  cottonseed. 

Types  of  Marketing  Agreements 

Growers  sign  a  marketing  agree- 
ment for  either  cotton  or  cotton- 
seed or  for  both  of  these  products. 
There  are,  therefore,  three  classifi- 
cations of  members:  Those  who 
contract  to  deliver  both  cotton  and 
cottonseed,  those  who  contract  to 
deliver  cotton  only,  and  those  who 
contract  to  deliver  cottonseed  only. 

The  three  kinds  of  marketing 
agreements  are  identical  insofar  as 
membership  in  SWIG  is  concerned. 
From  the  standpoint  of  patronage 
and  operations  the  three  kinds  be- 
come two — those  that  deliver  cotton 
and  those  that  deliver  cottonseed. 

Cotton  Marketing  Operations 

SWIG  marketed  an  average  of 
100,000  bales  a  year  from  the  three 
crops  1957-59.  Total  net  sales  re- 
turns paid  to  growers  averaged 
more  than  $20  million  a  year  and 
nearly  $200  a  bale.  About  85  per- 
cent of  this  cotton  was  Acala  1517, 
14  percent  Pima  S-2,  and  less  than 
1  percent  other  varieties. 


Receiving  Cotton  From 
Members 

More  than  three -fourths  of  the 
cotton  marketed  by  SWIG  each 
year  is  delivered  by  members  dur- 
ing the  3  months  of  October,  No- 
vember, and  December.  Xovember 
is  usually  the  biggest  month. 
Smaller  proportions  are  delivered 
in  September.  After  December  de- 
liveries depend  largely  on  the  sea- 
son and  weather  conditions  during 
harvesting. 

A  member  delivers  his  cotton  by 
shipping  it  on  an  open,  or  straight, 
bill  of  lading  consigned  to  SWIG. 
The  physical  bale  of  cotton  never 
gets  to  SWIG's  El  Paso  office— only 
a  sample  from  the  bale  and  several 
pieces  of  paper  showing  the  weight, 
quality,  marketing  authorization, 
and  ownership  of  the  bale. 

In  recent  seasons  all  cotton  has 
been  shipped  to  SWIG  in  care  of 
a  designated  Gulf  coast  warehouse. 
Since  SWIG  has  recently  pur- 
chased a  warehouse  in  Houston, 
Tex.,  shipments  in  the  future  will 
likely  be  made  to  the  association 
there.  In  all  cases,  except  for  cot- 
ton ginned  by  plants  having  stand- 
ard density  presses,  the  cotton  is 
compressed  en  route  to  standard 
density. 

The  grower  forwards  the  original 
and  one  copy  of  the  open  bill  of 
lading  to  SWIG.  He  also  sends 
SWIG  his  current  year's  marketing 
quota  card,  a  warehouse  receipt  on 
each  bale  from  the  compress,  and 
a  Smith-Doxey  classification  card 
showing  the  grade,  staple  length, 
and  preparation  as  determined  by 
U.S.  Department  of  Agriculture 
cotton  classers  from  a  sample  taken 
at  the  time  each  bale  was  ginned. 
Local  ginners  usually  assist  growers 
with  shipping  details,  and  in  as- 
sembling and   forwarding  quota 
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cards,  warehouse  receipts,  a  n  d 
Smith-Doxey  or  "green  class  cards." 

This  "green  card''  class  deter- 
mines the  quality  pool  on  which 
settlement  is  made  with  members. 
There  is  a  separate  pool  for  each 
grade  and  staple  combination.  Al- 
though most  bales  are  in  one  of  a 
relatively  few  pools,  there  may  be 
more  than  300  separate  pools  of 
Acala  and  20  to  30  pools  of  Pima. 

One  field  office  is  maintained  at 
Pecos,  Tex.,  during  the  marketing 
season  to  assist  growers  in  that  area 
in  making  deliveries  and  to  expedite 
initial  advance  payments.  In  a  few 
other  areas  that  are  also  distant 
from  the  El  Paso  office,  field  repre- 
sentatives— usually  a  local  coopera- 
tive gin  or  oil  mill — act  as  agents 
for  SWIG  in  receiving  cotton. 

All  costs  and  expenses  of  han- 
dling the  cotton  are  pooled  and  as- 
sumed by  SWIG  from  the  time  the 
member  delivers  his  cotton  to  the 
association.  These  selling  costs  and 
expenses  include  insurance,  trans- 
portation,   compressing,  storage, 


sampling,  and  interest.  These  are 
costs  of  shipping  and  selling  cotton 
that  are  reflected  in  the  price  paid 
growers  regardless  of  whether  mar- 
keted through  a  cooperative  or  sold 
to  a  commercial  cotton  buyer. 

Classification  for  Quality 
Determination 

SWIG  obtains  an  official  ware- 
house sample  for  each  bale  deliv- 
ered by  members.  Beginning  with 
the  crop  of  1961,  most  bales  will  be 
uniformly  sampled  at  SWIG's 
Houston  warehouse.  These  samples 
are  then  sent  to  the  association's 
classing  office  in  El  Paso  for  quality 
determination  for  sales  purposes. 
In  addition  to  grade  and  staple,  the 
micronaire  reading  of  fineness  and 
maturity  of  fibers  is  determined  for 
each  bale. 

This  classification  is  made  with 
the  view  of  describing  the  quality  of 
the  cotton  in  terms  of  official  cotton 
standards  as  usually  interpreted  by 
the  buyers  for  cotton  mills.  Sales 
are  made  on  this  classification,  sub- 


Cotton  classing  is  an  important  part  of  SWIG's  Cotton  Sales  Department.  Classing  experts 
examine  a  sample  from  both  sides  of  each  bale  for  grade  and  staple,  and  technicians  determine 
the  micronaire  and  other  quality  measurements. 
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This  is  a  top-side  view  of  SW/G's  75,000-bale 
cotton  warehouse  in  Houston,  Tex.,  acquired 
in  1961  at  a  cost  of  nearly  $1  million. 
Most  of  the  cotton  received  from  members 
will  be  concentrated  here  for  sampling,  sort- 
ing into  even->running  quality  lots,  and  ship- 
ment to  cotton  mills. 

ject  to  the  buyer's  inspection  and 
approval  of  samples  before  ship- 
ment. 

Cotton  Sales 

The  cotton  department  of  SWIG 
has  an  organized  sales  division  and 
a  full-time  sales  manager  and  staff. 
Sales  are  directed  from  the  main 
sales  office  in  El  Paso,  but  a  year- 
round  branch  sales  and  sales  service 
office  is  maintained  in  Charlotte, 
N.C. 

Some  cotton  is  sold  nearly  every 
month  of  the  year.  About  a  third 
of  total  sales  are  made  usually  dur- 
ing October,  November,  and  Decem- 
ber. This  is  the  same  3-month 
period  when  approximately  three- 
fourths  of  the  cotton  is  delivered  by 
members. 

Nearly  all  cotton  sales  are  to 
domestic  cotton  mills  in  the  East. 
Less  than  10  percent  of  the  cotton 
is  sold  to  buyers  located  in  the 


Southwest.  Most  of  the  Upland 
cotton  goes  to  cotton  mills  that  pro- 
cess cloth  for  higher-quality  cloth- 
ing. Pima  cotton  goes  primarily 
to  thread  mills,  to  those  that  manu- 
facture fabrics  for  high-quality 
men's  shirts  and  the  more  fashion- 
able women's  dresses,  and  to  defense 
uses. 

Payments  to  Members 

The  initial  nonrecourse  advance 
to  members  on  each  bale  cannot  be 
made  until  SWIG  receives  the  com- 
press weight  and  green-card  class. 
Preliminary  loan  advances  will  be 
made,  however,  at  a  flat  amount  per 
bale,  when  requested  by  members,  as 
soon  as  the  association  receives  title 
documents  to  a  bale  of  cotton. 

For  all  years  that  Commodity 
Credit  Corporation  loans  on  cotton 
have  been  available,  the  loan  value 
has  determined  the  initial  advance 
made  to  growers  by  SWIG.  In 
other  years  the  initial  advance  was 
usually  set  each  season  at  80  to  90 
percent  of  current  market  value. 

Members  of  SWIG  do  not  as  in- 
dividual growers  put  cotton  under 
the  government  loan.  Instead 
SWIG  "advances"  them  the  loan 
value.  The  association  may  or  may 
not  tender  the  cotton  for  a  Com- 
modity Credit  Corporation  loan. 
If  it  does,  a  Form  G  loan  is  ob- 
tained. Form  G  loans  are  made  to 
an  eligible  cotton  cooperative  in  its 
own  name  for  any  or  all  eligible 
cotton  delivered  to  the  association 
by  its  members.  CCC  does  not 
necessarily  know,  nor  is  it  concerned 
witli  the  names  of  individual 
growers  who  delivered  the  cotton  to 
the  association. 

Any  bale  of  cotton  that  is  put  in 
the  CCC  loan  is  redeemed  and  sold 
by  the  association  if  and  when  the 
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sales  value  exceeds  loan  value. 
Usually  SWIG  redeems  and  sells  a 
high  proportion  of  cotton  on  which 
Form  G  loans  have  been  obtained. 
The  CCC  loan  is  advantageous  to 
SWIG  more  as  a  source  of  financing 
and  as  a  fixed  base  for  making  ini- 
tial advances  to  members  than  as  a 
final  sales  outlet  for  cotton. 

At  the  end  of  each  fiscal  year  to- 
tal net  sales  receipts  are  determined 
for  each  one  of  the  numerous  qual- 
ity pools  as  determined  by  the  ini- 
tial Smith-Doxey  classification. 
Any  unsold  inventories  are  valued 
and  considered  as  sales  for  pool  set- 
tlement purposes. 

Net  sales  receipts  are  after  all 
selling,  operating,  and  administra- 
tive expenses  have  been  charged 
against  the  several  pools  on  a  per- 
bale  basis.  Each  quality  pool 
therefore  has  a  net  sales  price  per 
pound.  This  price  for  each  pool 
is  then  applied  to  the  number  of 
pounds  delivered  by  each  shipper 
to  that  pool  to  determine  net  sales 
proceeds  available  for  each  shipper. 
The  final  settlement  is  the  amount 
by  which  available  net  sales  pro- 
ceeds exceed  the  initial  and  any  sub- 
sequent advances. 

Deductions  for  capital  reserves 
are  made  at  this  stage  if  the  direc- 
tors have  decided  to  withhold  a  re- 
serve that  year,  under  the  authority 
to  retain  not  to  exceed  2  percent  of 
gross  sales. 

Cottonseed  Processing  and  Sale 
of  Products 

The  cottonseed  or  oil  mill  de- 
partment of  SWIG  received  and 
processed  an  average  of  45,000  tons 
of  cottonseed  a  year  from  about 
1,500  patrons  for  each  of  the  3  crop 
years  1957-59.  This  was  60  per- 
cent more  seed  than  was  received  on 


an  average  during  the  10  preceding 
years  and  3  times  as  much  as  20 
years  before. 

Receiving  Cottonseed 

Cottonseed  marketing  practices 
are  quite  different  in  the  area  served 
by  SWIG  than  in  most  other  cotton 
growing  areas  in  the  cotton  belt. 
In  this  area  growers  normally  sell 
cottonseed  directly  to  oil  mills.  In 
most  other  areas  the  usual  market 
outlet  to  growers  for  selling  cotton- 
seed is  the  local  cotton  ginner. 

The  cottonseed  selling  practice  in 
this  area  makes  it  possible  for  the 
cottonseed  department  of  SWIG 
to  deal  directly  with  each  member 
as  the  cotton  department  does  for 
baled  cotton  that  is  marketed.  In 
most  other  areas  cooperative  cotton- 
seed oil  mills  are  federations  of 
local  cooperative  gins. 

Each  time  a  member  of  SWIG 
gins  a  bale  of  cotton  he  directs  his 
ginner  to  deliver  the  cottonseed 
from  that  bale  to  SWIG.  Nor- 
mally this  is  a  standing  order  to  the 
ginner  by  each  SWIG  member. 
SWIG  has  previously  advised  all 
cotton  ginners  in  the  area  as  to  the 
amount  per  ton  to  advance  to  its 
grower-members.  This  advance 
payment  by  SWIG  is  usually  $3 
to  $10  a  ton  below  the  prevailing 
purchase  price  being  paid  by  other 
cottonseed  oil  mills  in  the  area. 

As  cottonseed  is  accumulated  at 
each  local  cotton  gin  for  shipment 
to  SWIG — and  to  other  oil  mills — 
the  ginner  delivers  approximately 
the  specified  tonnage  to  each  mill. 
Periodically  the  ginner  sends  each 
mill  a  statement  showing  the  names 
of  growers  and  the  tonnage  of  cot- 
tonseed to  be  credited  to  each  one. 

At  the  end  of  the  ginning  season 
the  ginner  recapitulates  these  state- 
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Truckloads  of  cottonseed,  just  arrived  at  the  SWIG  plant,  are  being  unloaded.     Conveyors  take 
it  to  storage,  some  of  which  is  inside  seed  houses  and  some  outside  in  long  triangular  ricks. 


ments  by  grower  and  tonnage,  to  in- 
sure that  each  grower  has  been  cred- 
ited with  the  proper  quantity  of 
cottonseed.  These  reports  by  gin- 
ners  to  SWIG  are  the  basic  record 
of  cottonseed  deliveries  by  members 
to  the  cottonseed  department. 

SWIG  reimburses  the  ginner  on 
each  truck  load  for  the  authorized 
payment  advanced  to  members.  In 
addition  the  ginner,  or  his  trucking 
agent,  is  paid  a  specified  rate  per 
ton  for  hauling  the  seed  from  the 
gin  to  the  oil  mill. 

This  hauling  allowance  is  usually 
a  long-established  truck  rate  from 
the  oil  mill  to  each  gin.  It  is  based 
primarily,  but  not  altogether,  on 
distance.  This  inbound  freight 
cost  is  pooled.  The  result  is  that 
SWIG's  advance  payment  to  grow- 
ers is  f  .o.b.  the  gin  and  is  the  same 
per  ton  to  all  growers  in  the  area. 
Total  inbound  freight  becomes  a 
joint  cost  against  all  seed  received 
for  the  season. 


This  hauling  allowance  varies 
from  less  than  $2  a  ton  for  gins  near 
the  mill  to  as  much  as  $5.25  for  gins 
as  many  as  100  highway  miles  dis- 
tant. A  maximum  of  $6  is  allowed 
for  distances  greater  than  100  miles. 
Some  growers  as  many  as  200  miles 
distant  from  the  mill  at  El  Paso  in- 
sist on  delivering  their  cottonseed 
to  SWIG  even  though  the  trucking 
cost  they  have  to  pay  exceeds  the  $6 
a  ton  reimbursement  received  from 
SWIG  for  inbound  freight. 

Storing 

More  than  80  percent  of  each 
season's  cottonseed  is  received 
before  December.  The  season's 
crush  usually  begins  during  the  lat- 
ter part  of  September  at  the  rate  of 
4,500  to  5,000  tons  a  month  and  con- 
tinues through  the  following  June 
or  July.  This  means  that  a  con- 
siderable percentage  of  the  seed 
must  be  stored. 

SWIG  has  warehouse  storage  for 
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This  view  of  the  SWIG  plant,  with  oil  mill  in  left  center,  shows  that  half,  or  more,  of  the  cotton- 
seed received  during  the  peak  period  of  harvesting  has  only  the  sky  for  a  roof.  In  El  Paso, 
however,  with  its  traditionally  dry  climate,  this  roof  doesn't  leak  much. 


about  15,000  tons.  Approximately 
the  same  quantity  is  stored  outside 
in  large  ricks.  There  is,  however, 
very  little  danger  of  weather  dam- 
age as  the  total  rainfall  during  Oc- 
tober, November,  and  December  in 
the  El  Paso  area  is  normally  less 
than  2  inches. 


Processing 

The  heart  of  the  oil  mill  is  the 
six  expeller  presses  having  a  com- 
bined capacity  of  165  tons  of  seed 
per  24  hours.  This  part  of  the  mill 
operates  24  hours  a  day,  7  days  a 
week  and  usually  9  to  10  months  a 


In  the  not-so-good  old  days  this  method  of  transporting  cottonseed  was  prominently  used  by  SWIG. 
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This  hydraulic  steel  press  bales  the  fibrous  ma- 
terials removed  from  cottonseed.  Each  ton 
of  seed  produces  about  7  43  pounds  of 
linters  and  7  pounds  of  motes  and  grabbots. 

year.  Most  other  departments  of 
the  mill  operate  only  12  hours  a 
day  and  6  days  a  week. 

For  example,  14  linter  stands  re- 
moving first -cut  linters,  and  34 
stands  removing  second-cut  linters, 
can  accumulate  enough  seed  in  12 
hours  to  keep  the  oil  extraction 
presses  busy  for  24  hours.  This 
substitution  of  machine  power  for 
manpower  lowers  processing  costs 
per  ton. 

Products 

The  average  ton  of  cottonseed 
processed  by  SWIG  from  the  1958- 
59-60  crops  accounted  for  the  fol- 


lowing products : 

Product  Pounds 

Crude  cottonseed  oil   381 

Cottonseed  meal  and  cake   881 

Cottonseed   hulls   483 

Linters,  1st  and  2d  cuts   143 

Motes,  grabbots   7 

Milling  loss   105 


Total  2,000 


These  products  are  turned  di- 
rectly or  indirectly  into  hundreds  of 
useful  items  including  numerous 
basic  foods  and  household  uses,  feed 
for  livestock,  industrial  uses,  and 
national  defense. 

Sale  of  Products 

SWIG  sells  practically  all  the 
cottonseed  hulls  and  one-fourth  of 
the  meal  locally.  It  sells  most  of 
the  remaining  three-fourths  of  the 
meal  direct  to  livestock  feeders  in 
other  areas.  Sales  of  crude  cotton- 
seed oil  are  made  through  brokers 
located  in  Dallas,  Tex.,  for  ship- 
ment to  many  points  scattered  from 
California  to  New  York  and  from 
Canada  to  New  Orleans.  During 
1959-60  all  linters  were  sold  to 
brokers  in  Dallas. 

Payment  of  Net  Sales  Proceeds 
to  Members 

In  addition  to  the  conservative 
advance  on  cottonseed  SWIG  makes 
through  ginners  at  the  time  of  de- 
livery, it  makes  .progress  payments 
during  the  season  as  products  are 
sold  to  bring  the  advance  payments 
up  to  prevailing  prices  paid  by 
other  mills  at  the  times  growers  de- 
livered the  cottonseed.  This  is  done 
purposely  to  impress  on  members 
that  all  subsequent  payments  are 
above  prevailing  prices.  Deduc- 
tions for  capital  reserves,  if  any,  are 
made  from  the  final  payments. 

During  the  3-year  period,  1957- 
59,  net  sales  returns  paid  to  cotton- 
seed shippers  averaged  $7.69  a  ton 
above  the  open  market  price  for  seed 
in  the  area  and  totaled  more  than 
$1  million  on  the  134,914.7  tons 
marketed  by  members. 

This  additional  amount  received 
for  seed  by  SWIG  members  was  an 
average  return  of  49.3  percent  on 
the  $701,952  net  worth  investment 
in  the  oil  mill  department.  For  the 
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crop  of  1959,  the  additional  net  sales  was  a  65.7  percent  return  on  net 
return  received  by  SWIG's  patrons    worth  of  the  oil  mill  department. 


People  Important  to  SWIG  SWIG 


FOUR  MAIN  groups  of  people 
are  especially  important  to 
SWIG.  They  are  members,  di- 
rectors, employees,  and  the  public — 
Mr.  and  Mrs.  Consumer  who  di- 
rectly and  indirectly  buy  and  use 
the  products  marketed  by  SWIG. 

Members 

During  the  1959  crop  year,  more 
than  1,500  growers  delivered  cot- 
tonseed to  SWIG  and  nearly  1,200 
delivered  cotton  (appendix  table  3) . 
Nearly  1,100  delivered  both  cotton 
and  cottonseed.  Approximately  500 
cottonseed  shippers  did  not  ship  any 
cotton,  and  about  100  cotton  ship- 
pers did  not  ship  any  cottonseed. 
Total  members  shipping  either  or 
both  cotton  and  cottonseed  num- 
bered 1,397  in  1957,  1,585  in  1958, 
and  1,656  in  1959. 

More  than  6  out  of  10  SWIG 
members  have  contracts  to  deliver 
both  cotton  and  cottonseed,  3  of  10 
to  deliver  cottonseed  only,  and  less 
than  1  of  10  to  deliver  cotton  only. 
In  combination,  more  than  9  out  of 
10  deliver  cottonseed  and  more  than 
7  of  10  deliver  cotton. 

Members  who  sign  marketing 
agreements  to  deliver  cotton  but 
not  seed  are  primarily  those  whose 
farming  operations  are  most  distant 
from  El  Paso.  Most  of  those  are 
in  the  Pecos  area  of  Texas,  the 
three  southeastern  counties  of  Ari- 
zona,   and    the  Artesia-Roswell 


area  of  New  Mexico.  Distance 
from  El  Paso  is  not  a  major  factor 
in  marketing  cotton.  The  trucking 
cost  of  hauling  cottonseed  to  El 
Paso,  however,  limits  the  area 
that  can  be  served  for  cottonseed 
processing  and  marketing. 

Within  the  area  of  economical 
seed  hauling  rates  to  El  Paso,  mem- 
bers having  agreements  to  deliver 
cottonseed  outnumber  those  with 
cotton  marketing  agreements. 
Some  of  this  is  due  to  the  limited 
number  of  market  outlets  to 
growers  for  seed.  A  grower  must 
first  choose  between  a  cooperative 
or  a  commercial  mill.  This  choice 
having  been  made,  there  are  only 
a  limited  number  of  mills  of  each 
type  of  ownership  where  cotton- 
seed may  be  marketed. 

In  addition  to  SWIG  there  is  a 
cooperative  cottonseed  oil  mill  at 
Tornillo  in  central  El  Paso  County, 
a  small  cooperative  mill  operated  by 
a  local  cooperative  gin  at  Deming, 
N.  Mex.,  cooperative  mills  at  Lov- 
ing and  Roswell,  N.  Mex.,  and  one 
in  Graham  County,  Ariz.  The  area 
served  by  each  of  these  coopera- 
tive mills  is  limited  by  economical 
seed  hauling  distances. 

Most  of  the  members  of  SWIG 
are  relatively  small  producers  of 
cotton  and  cottonseed.  One-third 
of  all  members  produce  and  market 
less  than  25  bales  of  cotton  and 
under  10  tons  of  cottonseed.  More 
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than  half  produce  and  market  less 
than  50  bales  of  cotton  and  less  than 
20  tons  of  cottonseed.  Less  than 
10  percent  of  SWIG's  members 
produce  and  market  more  than  200 
bales  of  cotton  a  year  or  more  than 
100  tons  of  cottonseed. 

SWIG's  membership  is  composed 
of  Americans  from  many  cultures. 
More  than  a  third  are  of  Spanish 
descent.  Several  members  are  of 
Hindu  descent  and  a  few  are 
Negroes. 

About  10  percent  of  SWIG's  cot- 
ton and  cottonseed  patrons  have 
been  members  of  the  association  for 
more  than  20  years;  30  percent, 
more  than  10  years ;  and  70  percent, 
more  than  5  years.  About  30  per- 
cent have  been  members  less  than 
5  years.  Current  members  of 
SWIG  are  in  the  second  and  third 
generation.  Many  of  them  have 
never  sold  any  cotton  or  cottonseed 
except  through  SWIG. 


Directors 

SWIG  has  always  been  fortunate 
in  having  competent  and  public- 


Director  Wade  H.  Miller  has  the  distinction  of 
having  the  longest  period  of  service  in 
SWIG — 24  years. "  He  was  president  of  the 
association  for  10  years. 


spirited  directors.  Many  of  the 
more  progressive  farmers  and  bet- 
ter farmer-businessmen  in  the  area 
have  been  represented  on  the  board. 
A  total  of  43  members  have  served 
on  the  board  of  directors  since  the 
association  was  incorporated  in 
1926  (appendix,  page  53). 

Wade  H.  Miller  has  the  distinc- 
tion of  the  longest  period  of  serv- 
ice— 24  years  from  1930  to  1954. 
He  also  served  10  years  as  presi- 
dent. A  father  and  son  succession, 
F.  M.  and  Wm.  F.  Hayner,  have  a 
combined  tenure  of  all  but  1  year 
of  the  35  years  the  association  has 
been  in  operation.  One  director 
elected  in  1954  is  of  Spanish 
descent. 

Seven  members  of  the  board  of 
directors  have  served  as  president 
of  the  association  (appendix,  page 
54).  All  of  these  men  have  also 
been  prominent  leaders  in  com- 
munity, agricultural,  and  other 
business  activities.  They  have  been 
active  in  the  National  Cotton 
Council,  the  Supima  Association  of 
America  (Cotton),  and  on  county 
and  regional  agricultural  boards. 
They  have  also  served  as  directors 
of  school  districts,  trustees  of 
churches,  and  members  and  officers 
of  civic  and  fraternal  organiza- 
tions. The  current  president,  Del- 
mar  Roberts,  is  a  member  of  the 
Board  of  Regents  of  New  Mexico 
State  University  at  College  Park. 

Employees 

SWIG  pays  out  nearly  $450,000 
annually  in  salaries  and  wages.  It 
has  about  80  year-round  employees, 
and  this  number  increases  tempo- 
rarily to  more  than  100  during  the 
peak  of  the  harvesting  and  shipping 
season.  About  half  of  the  em- 
ployees are  in  the  oil  mill  depart- 
ment, where  most  are  employed  all 
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year.  The  management,  office,  and 
clerical  staff  vary  from  about  30 
during  the  March  through  August 
off-season  period  to  nearly  50  dur- 
ing the  busy  season. 

Varied  Backgrounds 

Employees,  like  members,  are 
from  different  backgrounds.  In  the 
oil  mill  plant  80  percent  are  of 
Spanish  descent,  10  percent  Negro, 
and  10  percent  Anglo-Saxon.  In  the 
management  and  office  staff,  more 
than  a  fourth  are  of  Spanish  back- 
ground. It  is  necessary  to  have 
Spanish-speaking  employees  in  all 
offices  that  deal  directly  with  mem- 
bers, as  many  of  the  members  speak 
only  Spanish. 

Years  of  Service 

Many  employees  of  SWIG  both 
in  the  mill  and  the  office  have  long 
years  of  service.  In  total,  17  per- 
cent of  all  employees  have  been  with 
the  association  more  than  20  years 
and  35  percent  more  than  10  years. 
In  the  plant,  second  generation  em- 
ployees are  not  unusual.  Recruit- 
ment of  mill  labor  has  never  offered 


a  problem.  Old  and  trusted  em- 
ployees recommend,  and  then  care- 
fully train,  sons  and  other  relatives. 
Many  of  the  oil  mill  employees  have 
never  had  any  other  job. 

Employee  Insurance  Plan 

SWIG  has  provided  an  attractive 
medical  and  hospital  plan  for  em- 
ployees as  shown  in  appendix,  p.  54. 
The  plan  includes : 

1.  Life  insurance  up  to  $10,000. 

2.  Basic  hospital  and  surgical  in- 
surance up  to  $500  per  illness. 

3.  Major  medical  coverage  for 
serious  illnesses  up  to  $5,000  per  ill- 
ness per  year. 

SWIG  pays  three-fourths  of  the 
monthly  premium;  the  employees, 
one-fourth. 

This  health  insurance  plan  has 
been  popular  with  employees. 

An  information  bulletin  on  the 
employee  insurance  plan,  published 
by  SWIG  and  furnished  each  em- 
ployee, is  printed  in  both  English 
and  Spanish.  The  material  pre- 
sented in  it  is  reproduced  in  the 
appendix. 

The  letter  of  transmittal  in  the 
preface  to  the  booklet  follows: 


21 


To  Our  Employees  : 

One  of  the  most  difficult  problems 
confronting  all  of  us  is  that  of  pro- 
viding adequate  insurance  protec- 
tion. 

Group  insurance  is  generally  ac- 
cepted as  the  most  practical  solu- 
tion to  this  problem  because  it  pro- 
vides protection  for  the  employee  at 
low  cost  regardless  of  age,  sex,  race, 
or  occupation,  and  may  be  obtained 
by  the  employee  without  medical 
examination. 

We  are  pleased  to  announce  that 
a  plan  of  group  life,  hospitalization, 
surgical  and  other  medical  benefits 
is  provided  for  our  eligible  em- 
ployees.  This  plan  is  underwritten 

by  the  Life  Insurance 

Company  of  ,  ,  and  the 

  Mutual  Life  Insur- 
ance Company  of  ,  

 ,  two  of  the  leaders  in  the 

field  of  group  insurance. 

Because  we  are  genuinely  inter- 
ested in  the  welfare  of  our  em- 
ployees and  their  dependents, 
Southwestern  Irrigated  Cotton 
Growers  Association  is  paying  75 
percent  of  the  cost  of  this  program. 
Benefits  of  this  protection  and  em- 
ployee cost  are  explained  on  the  fol- 
lowing pages  of  the  booklet. 

Sincerely, 

W.  K.  Squires, 

Executive  Vice  President. 


The  Public 

SWIG's  public  includes  a  lot  of 
different  people :  First,  the  numer- 
ous and  varied  business  organiza- 
tions and  individuals  to  whom  prod- 
ucts are  sold  and  from  whom 
essential  supplies  and  services  are 
obtained ;  and  second,  all  the  people 


A  Nuestros  Empleados  : 

Uno  de  los  problemas  mas  difi- 
ciles  que  afronta  a  todo  el  mundo  es 
eso  de  proveer  proteccion  de  asegur- 
anza  suficiente. 

La  aseguranza  en  grupo  es 
aceptada  generalmente  como  la 
solucion  mas  practica  a  este  prob- 
lema,  porque  provee  proteccion  para 
el  empleado  a  costo  bajo  sin  hacer 
caso  de  edad,  sexo,  raza,  u  ocupacion, 
y  pueole  ser  obtenida  sin  examen 
medico. 

Tenemos  gusto  en  anunciar  que 
un  proyecto  de  la  vida  en  grupo,  de 
hospitalizacion,  y  de  beneficios 
quirurgicos  y  otros  beneficios  med- 
icos se  provee  para  nuestros  em- 
pleados eligibles.  Este  proyecto 
esta  suscrito  por  la  Cia.  de  Seguros 

"   Life"   de   , 

 ,  y  la  Cia.  de  Seguros  "  

  Mutual  Life"  de   

 ,   ,   dos  de  los 

lideres  en  el  campo  de  la  aseguranza 
en  grupo. 

Parque  tenemos  interes  sincero  en 
el  bienestar  de  nuestros  empleados 
y  sus  dependientes,  "Southwestern 
Irrigated  Cotton  Growers  Associa- 
tion" esta  pagando  75%  del  costo  de 
este  programa.  Los  beneficios  de 
esta  proteccion  y  el  costo  al  em- 
pleado se  explican  en  las  paginas  de 
este  folleto. 

Sinceramente, 

W.  R.  Squires, 

Vicepresidente  Ejecutivo. 


who  directly  or  indirectly  consume 
any  of  the  hundreds  of  end  products 
made  from  the  cotton  and  cotton- 
seed produced  by  SWIG  members. 

From  cottonseed  alone  come  such 
varied  products  as  writing  paper; 
smokeless  powder;  plastics;  yarn 
for  wicks,  twine,  rugs,  and  mops; 
and  feed  for  livestock — both  protein 
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Protein  from  cottonseed  is  sacked,  sewed,  scaled,  stenciled,  and  stored  for  shipment. 


and  roughage.  From  the  oil  come 
shortening,  salad  oils  and  dressings, 
margarine,  insecticides,  fungicides, 
soaps,  pharmaceuticals,  cosmetics, 
and  explosives. 

Considering  this  wide  range  plus 
the  cotton  fabrics  from  which  so 
many  clothes  and  household  items 


are  made,  it  is  conceivable  that  few, 
if  any,  of  the  180  million  people  in 
the  United  States  might  fail  to  use 
sometime  in  their  lives  some  of  the 
end  products  of  the  seed  cotton  that 
left  the  farms  of  SWIG  members  as 
a  single  product.  Members  of 
SWIG  are  interested  in  everybody. 


SWIG        Meetings  of  Members 


SWIG  holds  two  types  of  meetings 
for  members  each  year — the  reg- 
ular annual  meeting  of  members 
and  special  meetings  by  area  groups 
of  growers. 

Annual  Meeting 

The  bylaws  provide  that : 

"A  regular  meeting  of  the  mem- 


bers shall  be  held  at  a  place  desig- 
nated by  the  directors  at  two  o'clock 
p.m.  on  the  second  Tuesday  of 
July  each  year,  for  the  purpose 
of  electing  directors  and  transact- 
ing such  other  business  as  may  come 
before  the  meeting." 

Usually  this  business  meeting  is 
held  at  the  headquarters  building  of 
the  association  and  followed  by  a 
barbecue    on    the    mill  grounds. 
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Gracious  Miss  Maid  of  Cotton,  I960,  a  VIP 
representing  the  National  Cotton  Council,  ar- 
rives for  a  visit  to  SWIG.  The  entire  ward- 
robe of  the  Maid  of  Cotton  is  made  of 
cotton — probably  some  of  SWIG's  high- 
quality  cotton,  which  is  the  kind  women 
prefer  in  fine  cotton  fabrics. 

This  provides  members  with  an  op- 
portunity to  inspect  the  buildings 
and  facilities. 

Area  Meetings 

Following  the  annual  meeting 
each  year,  and  just  before  the  be- 


SWIG's  affiliation  with  other  or- 
ganizations runs  more  toward 
commodity  than  cooperative  rela- 
tionships. It  has  been  a  member 
and  a  booster  for  the  National  Cot- 
ton Council  from  the  beginning  of 


ginning  of  the  season,  either  during 
late  August  or  early  September, 
meetings  are  held  in  each  of  the 
eight  or  more  concentrated  produc- 
tion areas  located  some  distance 
from  El  Paso.  Usually  these  are 
meetings  held  in  southeastern  Ari- 
zona, the  Artesia-Roswell  area  of 
Xew  Mexico,  and  the  Pecos  area  of 
Texas.  Attendance  at  these  area 
meetings  is  not  limited  to  members. 
Other  growers  and  their  wives  are 
extended  special  invitations  to 
attend. 

Such  meetings  usually  open  with 
a  luncheon  or  dinner,  followed  by 
an  informational  program  about 
the  services  of  SWIG.  The  preced- 
ing season's  operations  are  ex- 
plained, and  the  outlook  for  the 
next  season  presented.  A  staff 
member  of  SWIG  and  one  or  more 
directors  are  available  to  answer 
any  questions  a  member  or  prospec- 
tive member  may  have  about  the 
organization  or  operation  of  the 
cooperative. 

These  meetings  ordinarily  run 
for  about  2  hours.  Attendance  va- 
ries from  25  to  more  than  100. 
These  group  meetings  are  generally 
more  productive  than  the  annual 
meeting  in  generating  discussions, 
comments,  and  questions. 

) 
) 

SWHJj 


that  industrywide  cotton  organiza- 
tion. Currently  the  president  of 
SWIG  is  a  producer  delegate  to  the 
National  Cotton  Council. 

SWIG  supports  the  Supima  As- 
sociation of  America,  a  southwest- 


Affiliations  with  Related  Organizations 
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ern  regional  Pima  cotton  organiza- 
tion, and  the  Spinner-Breeders 
Conference,  a  national  association. 
SWIG  was  one  of  the  local  hosts  to 
to  the  Seventh  Spinner-Breeders 
Conference  Meeting  at  El  Paso, 
September  11-13,  1950.  Entertain- 
ment arranged  for  the  visiting  dele- 
gates included  a  staged  "hold-up" 
of  the  special  train  on  which  they 
were  arriving  as  it  was  crossing  the 
desert  just  before  reaching  El 
Paso. 

According  to  the  proceedings  of 
this  meeting,  the  conference  chair- 
man reported  at  the  first  session  that 
"Yesterday  some  ruffians  attempted 
to  board  a  train  near  here  to  inter- 
fere with  the  arrival  of  delegates  to 
this  conference.  Thanks  to  our  al- 
ways ready  Sheriff's  Posse  you  dele- 
gates were  rescued  and  it  is  possible 
for  you  to  be  here  today." 

SWIG  is  a  stockholder  and  a 
member  of  the  Houston  Bank  for 
Cooperatives  and  currently  is  a  bor- 
rower in  financing  a  facility  loan 
for  the  recent  purchase  of  a  cotton 
warehouse  in  Houston,  Tex.  SWIG 
also  has  the  distinction  of  having 
had  one  of  its  early  staff  members 
recruited  as  the  first  secretary  of 
the  Houston  Bank  for  Cooperatives. 

SWIG  holds  a  membership  in  the 
New  York  Cotton  Exchange,  ac- 
quired in  1955  at  a  cost  of  $10,000. 
Except  for  years  when  U.S.  Gov- 
ernment price  support  programs 
make  it  unnecessary,  all  receipts  of 
cotton  from  members  are  hedged  by 
offsetting  sales  of  futures  contracts 
as  a  practical  insurance  against 
price  declines. 

At  the  time  of  SWIG's  organiza- 
tion, the  cotton  produced  in  the  irri- 
gated area  of  the  Southwest  was 
considerably  different  and  of  much 
higher  and  more  uniform  quality 
than  cotton  grown  in  most  other 


areas.  This  is  still  generally  true 
for  both  Upland  Acala  and  Pima 
though  somewhat  similar  condi- 
tions— at  least  with  Upland  varie- 
ties of  cotton— are  also  the  case  in 
the  Mississippi  Delta  area  and  in 
Arizona  and  California.  SWIG 
does  not  market  just  cotton,  but  two 
special  kinds  of  cotton  that  are  not 
produced  in  most  other  areas  of  the 
cotton  belt. 

Although  SWIG  has  not  had  any 
legal  affiliation  with  any  other  cot- 
ton marketing  cooperative  since  the 
late  1930's,  relationships  with 
nearby  cooperatives  have  always 
been  most  cordial.  The  setup, 
methods,  and  practices  of  SWIG 
were  carefully  studied  and  to  a 
large  extent  used  in  the  reorganiza- 
tion of  Calcot,  Ltd.,  in  the  San  Joa- 
quin Valley  of  California  in  the 
early  1940's,  by  Plains  Cotton  Co- 
operative Association  at  Lubbock  in 
the  early  1950's,  and  by  growers  in 
the  Lower  Rio  Grande  Valley  in 
more  recent  years. 


In  1954,  as  in  I960,  SWIG  cooperated  with  the 
National  Cotton  Council  in  sponsoring  that 
year's  Maid  of  Cotton — a  local  El  Paso 
beauty,  Beverly  Pack.  Here  Miss  Pack  was 
addressing  SWIG's  annual  meeting  of 
members. 
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)  Part  II 

J 


SWI('  Background  and  Early  History 


SWIG's  current  organization 
and  operations  have  been  dis- 
cussed. This  section  will  give 
details  to  show  how  this  successful 
cotton  cooperative  began,  and  how 
it  overcame  many  difficulties  to 
reach  the  stature  it  has  today. 
SWIG  was  incorporated  in  July 


1926  under  the  provisions  of  the 
Texas  Cooperative  Marketing  Act. 
Five  of  the  nine  incorporators  were 
cotton  growers  in  El  Paso  County. 
Tex.,  four  were  in  adjoining  Dona 
Anna  County  in  Xew  Mexico.  All 
the  original  members  were  from 
these  two  counties. 


(  i 

Looking  Back  at  a  5 -Year  Period  SWIG 


BEFORE  THE  ORGAXIZA- 
TIOX  of  SWIG,  a  number  of 
growers  in  the  El  Paso  area 
had  become  members  of  the  Texas 
Farm  Bureau  Cotton  Association 
(  TFBCA) .  a  statewide  cooperative, 
organized  in  1921.  with  headquar- 
ters in  Dallas  (12) .  The  organi- 
zation of  SWIG  represented  a 
mutually  friendly  separation.  The 
more  than  600-mile  distance  from 
El  Paso  to  Dallas,  and  the  differ- 
ences in  the  varieties  and  qualities 
of  cotton  grown  under  irrigation 
from  that  produced  in  other  areas 
of  Texas  made  it  clear  that  sepa- 
rate associations  would  be  advan- 
tageous to  both  groups. 

The  decision  to  set  up  SWIG  as 
a  separate  association  .was  made 
even  though  a  major  objective  at 
the  time  Texas  Farm  Bureau  Cot- 
ton Association  was  organized  5 
years  before  had  been  to  consoli- 


date a  number  of  smaller  cotton 
marketing  cooperatives  operating 
in  local  or  district  areas  of  the 
State. 

Assistance  from  TFBCA 

The  incorporators  of  SWIG 
were  materially  assisted  during  the 
organizational  period — as  was  the 
new  association  during  its  early 
years  of  operation — by  the  Texas 
Farm  Bureau  Cotton  Association. 
Organization  documents  of  the 
parent  association  were  made  avail- 
able as  a  guide  for  preparing  the 
initial  articles  of  incorporation,  by- 
laws, and  marketing  agreements 
for  the  new  association. 

All  the  original  key  employees  of 
SWIG  were  recruited  from  the  staff 
of  the  older  association.  The  Dal- 
las organization  contracted  to 
handle  cotton  sales  on  a  cost  of 
service  basis  for  the  first  2  years. 
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This  allowed  time  for  SWIG  to 
build  up  sufficient  volume  to  be 
handled  at  economical  costs  per 
bale,  and  also  to  perfect  its  working 
organization  and  methods  of  opera- 
tion. 

The  Texas  Farm  Bureau  Cotton 
Cooperative  was  one  of  five  large- 
scale,  statewide  associations  organ- 
ized in  1921.  Five  more  were  or- 
ganized in  1922,  and  four  in  1923 — 
a  total  of  14  3  in  12  different  cotton 
States  in  3  years.  There  were  two 
each  in  Mississippi  and  Arkansas 
(6).  All  of  these  large-scale  cot- 
ton cooperatives  had  been  set  up 
on  a  cooperative  plan  worked  out 
and  proposed  by  a  California  at- 
torney, Aaron  Sapiro,  who  had  been 
actively  identified  with  the  develop- 
ment of  large-scale  commodity 
marketing  cooperatives  in  that 
State. 

Sapiro's  Influence 

The  widespread  influence  of 
Sapiro  in  the  early  1920's  was  re- 
flected in  the  following  statement 
by  Dr.  Bradford  Knapp,  dean  and 
director,  College  of  Agriculture, 
University  of  Arkansas,  Fayette- 
ville,  in  the  introduction  to  a  State 
Extension  Service  publication : 

"Mr.  Sapiro,"  he  said,  "has  done 
more  than  any  other  one  man  to 
put  the  (cooperative)  principles 
into  proper  and  logical  form  as 
they  have  been  worked  out  through 
the  experience  of  commodity  mar- 
keting associations"  (14). 

This  new  plan  and  philosophy 
for  agricultural  cooperatives  was 
basically  different  in  many  respects 
from  any  plan  previously  used  or 
proposed  for  organizing  and  oper- 
ating cooperatives  in  the  cotton- 

3  This  number  does  not  include  an 
association  in  Illinois. 


growing  States.  About  the  only 
ideas  in  it  that  were  familiar  to 
cotton  farmers  were  (1)  control  by 
one  man,  one  vote,  and  (2)  a  non- 
stock, or  membership,  form  of 
ownership. 

To  southern  cotton  producers 
some  of  the  more  important  new 
ideas  in  the  plan  were : 

1.  The  commodity  rather  than 
the  community  as  the  unit  of  organ- 
ization. 

2.  Large-scale,  centralized,  state- 
wide associations  to  be  federated  in 
a  national  sales  organization. 

3.  A  long-term,  iron-clad,  legally 
enforceable  contract  with  each 
member. 

4.  Eventual  control  of  the  cotton 
market  and  price  by  signing  up 
practically  all  cotton  growers  as 
members  in  a  federated  system  of 
statewide  cooperatives. 

5.  Membership  limited  to  cotton 
farmers  and  landlords  who  received 
a  share  of  the  crop  as  rental. 

6.  Cotton  to  be  delivered  by  mem- 
bers to  the  association  on  an  initial 
advance  payment  of  50  to  65  percent 
of  market  value  with  subsequent 
payments  as  sales  made  and  final 
payment  to  be  deferred  until  all 
the  cotton  had  been  sold. 

7.  Bales  of  like  grade  and  staple 
to  be  pooled,  shippers  in  each  pool 
to  receive  the  seasonal  average  sales 
price  less  average  per  bale  operat- 
ing expenses,  and  a  1  or  2  percent 
of  sales  deduction  for  capital  re- 
serves. 

8.  Orderly  marketing  of  about 
the  same  number  of  bales  each 
month  as  an  alternative  to  dumping 
most  of  the  cotton  on  the  market 
during  the  few  harvest  months. 

9.  Hedging  a  long  or  short  posi- 
tion of  spot  cotton  in  the  futures 
market  considered  unnecessary  un- 
der orderly  marketing  and  thought 
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to  be  dishonest  speculation  if  not 
outright  gambling. 

10.  Employment  of  skilled  and 
competent  management  and  other 
key  personnel  at  whatever  cost  re- 
quired to  attract  them. 

Most  of  these  proposals  were 
strange  doctrine  for  many  cotton 
growers  in  the  South.  Nevertheless 
the  daring  of  the  proposals,  the 
sincerity  with  which  they  were  pre- 
sented, and  the  hopes  they  promised 
sold  them  to  the  cotton  growers  all 
the  way  across  the  Southland.  In 
State  after  State  these  proposals 
and  promises  were  heard  and  be- 
lieved by  cotton  farmers. 

Membership  Drives 

Farm  leaders,  the  agricultural 
press,  small-town  and  large-city 
bankers,  weekly  and  daily  news- 
papers. State  chapters  of  general 
farm  organizations,  civic  clubs, 
State  agricultural  colleges  and  ex- 
tension services,  and  literally  hun- 
dreds of  committees  of  local  farmers 
all  teamed  up  for  organizational 
campaigns  to  sell  the  new  gospel  to 


Employee  safety  is  a  ground  rule  with  SWIG. 
Throughout  the  plant  signs  are  prominently 
posted  urging  employees  to  be  careful. 
Many  of  them  are  in  both  English  and 
Spanish. 


their  neighbors.  The  declaration 
of  economic  independence  for  cot- 
ton farmers  was  accepted  in  one 
cotton  State  after  another  as  thou- 
sands on  thousands  of  cotton 
growers  signed  5-year  contracts 
calling  for  delivery  of  all  their 
production  to  statewide  marketing 
associations.4 

According  to  Hathcock  (7)  a 
southwide  total  of  150,000  cotton 
growers  signed  up  to  deliver  3  mil- 
lion bales  annually.  In  most  States 
the  number  of  members  signed  and 
volume  contracted  for  were  only 
about  half  as  much  as  goals  estab- 
lished. Deliveries  the  first  year 
were  less  than  half  those  covered  in 
the  signed  contracts. 

In  some  respects  it  was  fortunate 
that  all  who  became  members  did 
not  follow  through  as  patrons.  It 
was  no  small  undertaking  to  set  up 
from  the  beginning  the  necessary 
facilities,  personnel,  systems,  and 
procedures  to  operate  what  proved 
to  be  in  some  of  these  States  the 
largest  single  cotton  firm  then  in 
existence,  if  not  the  biggest  business 
of  any  kind  in  the  entire  State.  The 
miracle  was  not  that  these  new  and 
different  commodity  cooperatives 
remained  in  business  but  that  they 
were  even  able  to  get  started. 

In  most  cases  the  directors  who 
planned  these  large  business  co- 
operatives and  hired  the  managers 
were  relatively  small  farmers. 
Overnight  they  jumped  from  think- 
ing in  terms  of  hundreds  or  at  most 
thousands  of  dollars  to  millions. 
Farmers  whose  previous  business 
contacts  had  seldom  been  farther 
away  from  home  than  the  county 
seat  were  approving  arrangements 
for  loans  or  credit  with  large  city 


4  The  first  statewide  association,  or- 
ganized in  Oklahoma,  adopted  a  7-year 
contract. 
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banks  and  the  War  Finance  Corpo- 
ration and  were  approving  plans  for 
selling  cotton  around  the  world.  In 
1921-22,  according  to  Gatlin  (5), 
5    associations   marketed  352,000 


bales;  by  1924-25,  a  total  of  14  as- 
sociations were  handling  more  than 
1  million  bales.  At  1924  cotton 
prices  the  dollar  amount  of  business 
was  around  125  million. 


Leading  Ofher  Associations  in  a  New  Direction  'SWIG 


T>Y  THE  time  SWIG  was  in- 
corporated  in  1926  the  State 
associations  that  had  been  organized 
in  1921,  including  Texas  Farm  Bu- 
reau Cotton  Association,  were  com- 
pleting operations  under  their  first 
5-year  contract  with  members. 
These  as  well  as  the  other  State 
associations  organized  in  1922  and 
1923  had  learned  that  some  of  their 
earlier  enthusiasm,  optimism,  hopes, 
and  objectives  could  not  stand  the 
acid  test  of  practical  business  and 
economic  realities. 

Generally  there  was  widespread 
dissatisfaction  by  both  management 
and  members  with  the  iron-clad  con- 
tract, C.  O.  Moser  (11),  president 
and  general  manager,  American 
Cotton  Growers  Exchange,  in  1928 
summarized  the  prevailing  ap- 
praisal of  the  mandatory  provisions 
of  the  membership  contract  as 
follows : 

"Originally-the  organizations  de- 
pended on  the  unquestioned  author- 
ity contained  in  the  marketing  con- 
tract and  cooperative  marketing  law 
to  enforce  deliveries.  The  theory 
was  adhered  to  that  wherever  there 
was  absence  of  a  disposition  to 
voluntarily  stick  together,  this 
would  be  supplied  by  legal  coer- 
cion ;  but  experience  has  proven  that 
while  the  organization  has  the 
power  of  injunction  and  specific 


performance,  it  may  be  built  into 
a  powerful  and  influential  enter- 
prise only  through  rendering  a 
satisfactory  service  to  the  members, 
which  will  induce  them  to  desire  to 
deliver  rather  than  to  require  them 
to  do  so." 

The  organization  of  SWIG 
marked  a  redirection  as  well  as  a 
continuation  of  the  earlier  develop- 
ments. SWIG  made  numerous  and 
pronounced  changes  from  the  earlier 
associations'  methods,  practices,  and 
viewpoints.  These  changes,  or  at 
least  the  realization  that  they  had 
to  be  made,  became  evident  to  the 
earlier  associations  almost  from 
their  first  year's  operation.  SWIG 
was  fortunate  in  that  it  started  in 
the  new  direction  from  the  begin- 
ning, while  the  other  associations 
had  the  more  difficult  task  of  mak- 
ing a  sharp  turn. 

SWIG  officials  worked  out  these 
new  objectives  during  the  2-year 
period  while  their  cotton  sales  were 
being  handled  by  the  Texas  Farm 
Bureau  Cotton  Association.  The 
newly  elected  directors  of  SWIG 
gave  a  great  deal  of  study  and  effort 
to  perfecting  its  legal  and  organi- 
zational structure.  The  bylaws  and 
marketing  agreement  were  ma- 
terially amended  in  July  1928  just 
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before  the  association  assumed  full 
responsibility  for  selling  the  cot- 
ton delivered  by  its  members. 

SWIG  was  also  fortunate  in  that 
one  of  its  incorporating  directors, 
Gowen  Jones,  was  a  practicing  at- 
torney as  well  as  a  large  cotton  pro- 
ducer. He  served  for  3  years  as 
president  and  also  general  counsel 
of  the  association,  and  another  6 
years  as  a  member  of  the  board  of 
directors  and  general  counsel. 

The  major  changes  SWIG  made 
from  policies  and  practices  of  the 
earlier  associations  were  reflected  in 
the  1928  amendments  to  their  by- 
laws. Since  1928-29  was  the  first 
year  that  SWIG  handled  its  own 
sales  separately  from  Texas  Farm 
Bureau  Cotton  Association,  these 
bylaws  revisions  were  more  nearly 
a  beginning  policy  than  a  change. 
All  of  the  other  associations  also 
made  some  or  all  of  these  changes 
about  the  same  time  or  shortly  after 
SWIG  made  them. 

The  major  legal  changes  SWIG 
made  in  the  bylaws  and  marketing 
agreements  follow. 

Both  Cotton  and  Cottonseed 
Marketed 

Unlike  all  the  other  associations 
SWIG  undertook  from  the  begin- 
ning to  provide  a  marketing  service 
for  cottonseed  as  well  as  cotton. 
Cottonseed  operations  will  be  de- 
scribed in  later  sections  of  Part  II. 

Contract  Withdrawal  Privilege 

SWIG  adopted  a  5-year  member- 
ship contract  equally  as  strong  as 
the  one  originally  adopted  by  the 
earlier  associations  except  that 
members  were  permitted  to  with- 
draw during  the  first  15  days  of 
May  in  any  year  by  giving  the  as- 
sociation a  30- day  written  notice. 


Unless  this  option  was  exercised 
during  this  15-day  period  each  year, 
members  were  obligated  to  deliver 
all  of  their  cotton  and  cottonseed. 

Specific  penalties  or  liquidated 
damages  were  set  at  5  cents  a  pound 
on  cotton  and  $4  a  ton  on  cotton- 
seed for  contracted  production  not 
delivered  for  marketing.  In  addi- 
tion the  board  of  directors  was 
authorized  to  cancel  the  membership 
of  any  member  violating  the  con- 
tract and  expel  him  from  the  as- 
sociation. A  member  so  expelled 
was  ineligible  for  again  becoming  a 
member  within  3  years.  Members 
voluntarily  withdrawing  were  not 
eligible  for  reinstatement  until 
after  1  year  had  elapsed. 

Forward  Sales 

The  association  was  "expressly 
granted  and  given  the  right  and 
power  to  make  forward  sales,  both 
of  cotton  and  cottonseed"  by  a  spe- 
cific bylaw  provision.  It  was  rec- 
ognized by  the  directors,  and  at  least 
most  of  the  members,  that  hedging 
a  long  or  short  spot  cotton  position 
in  the  market  was  price  insurance 
and  not  speculation,  and  that  any 
unhedged  cotton  delivered  by  mem- 
bers for  marketing  was  in  fact  a 
speculative  gamble  until  sold. 

Staggered  Terms  for  Directors 

A  typical  bylaw  provision  of  the 
earlier  associations  was  that  all  di- 
rectors would  be  elected  each  year 
for  1-year  terms.  SWIG  changed 
this  bylaw  provision  to  3-year  terms 
with  one-third  of  the  directors 
elected  each  year. 

Two-Percent  Reserve 

The  bylaws  authorized  a  retain 
of  not  to  exceed  2  percent  of  the 
"gross  resale  price  of  cotton  and 
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cottonseed."  Earlier  associations 
were  authorized  to  deduct  such  a  re- 
serve but  most  of  them  were  limited 
to  1  percent.  Bylaws  of  SWIG 
went  much  farther  to  clearly  iden- 
tify these  reserves  withholdings  as 
capital  equities — as  distinguished 
from  deferred  payments  or  associa- 
tion liabilities  to  members. 

These  reserves  were  subject  to  im- 
pairment from  operating  or  other 
losses,  as  is  characteristic  of  any  net 
worth  item.  The  financial  interests 
of  each  member  in  these  reserves 
"shall  be  in  accordance  with  his  con- 
tribution thereto."  Retirement  or 
rotation  of  the  reserve  equities  of 
members  was  authorized  but  left  ex- 
clusively to  the  discretion  of  the 
Board  of  Directors. 

Influence  on  Price 

SWIG  began  operations  without 
any  illusions  of  being  able  to  in- 


fluence the  basic  price  of  cotton 
by  controlling  a  large  percent  of 
production  through  cooperatives. 
SWIG  leaders  did  believe  from  the 
beginning  that  an  efficient  market- 
ing cooperative  could  increase  mem- 
bers' bargaining  power.  This  has 
been  proven  year  after  year  in  their 
net  sales  returns  to  members  for 
both  cotton  and  cottonseed  as  com- 
pared to  the  average  price  received 
by  other  growers  in  the  area. 

Seasonal  Pool 

SWIG  started  with  the  idea  of 
a  seasonal  pool  and  has  consistently 
supported  this  practice  in  handling 
most  of  the  cotton  marketed.  In 
practice  SWIG  has  as  many 
separate  seasonal  pools  as  there  are 
combinations  of  like  grade  and 
staple  in  the  cotton  delivered  by 
members.  Those  who  have  cotton 
in  each  grade  and  staple  pool  re- 


ceive  the  average  selling  price  of 
cotton  in  the  pool  less  standard  de- 
ductions for  shipping  costs,  over- 
head operating  expenses,  and  the 
capital  retain  of  not  to  exceed  2 
percent  of  sales  for  equity  reserves. 

Although  the  bylaws  give  the  di- 
rectors authority  to  market  cotton 
other  than  in  long-  or  short-time 
pools,  the  general  practice  from  the 
beginning  has  been  to  use  separate 
seasonal  pools  for  cotton  of  each 
grade  and  staple  combination. 

Other  Bylaws  Changes 

Numerous  other  minor  changes 
were  made  by  the  incorporators  of 


SWIG  in  the  standard  bylaws  of 
the  earlier  association. 

These  1928  changes  in  the  bylaws 
and  marketing  agreement  were  sub- 
stantially original  documents  for 
SWIG,  since  they  were  in  effect  the 
first  year  SWIG  handled  its  own 
cotton-selling  operations.  Con- 
vincing evidence  that  SWlG's  di- 
rectors labored  with  wisdom  and 
foresight  is  that  these  bylaws  have 
since  been  amended  only  once— in 
1935 — to  increase  the  number  of 
directors  and  thereby  give  repre- 
sentation to  growers  in  new  pro- 
duction areas  outside  the  Elephant 
Butte  Irrigation  Project. 


Manager  and  a  Staff 


NOT  THE  least  of  the  assistance 
furnished  SWIG  by  the  Texas 
Farm  Bureau  Cotton  Association 
was  the  release  of  one  of  its  most 
capable  management  assistants,  B. 
C.  Pittuck,  to  accept  the  position  of 
general  manager  offered  by  the  new 
association.  This  selection  was 
further  evidence  of  the  sound  busi- 
ness judgment  of  the  incorporating 
directors  of  SWIG. 

Mr.  Pittuck  was  an  earnest 
student  of  agricultural  cooperation, 
a  firm  believer  in  the  rights  and 
obligations  of  farmers  to  tackle  the 
job  of  marketing  their  products,  a 
philosopher  in  his  own  right  who 
could  inspire  and  stimulate  those 
with  whom  he  worked,  and  in  addi- 
tion a  man  of  foresight  and  imagi- 
nation. A  paragraph  from  a  speech 
he  made  at  the  second  annual  meet- 
ing of  SWIG  members  in  July 
1928  indicates  the  depth  of  his 


philosophy  as  well  as  his  dramatic 
way  of  expressing  himself. 

"It  is  a  matter  of  no  little  sig- 
nificance that,  with  such  a  small 
beginning,  a  few  hundred  cotton 
farmers  in  this  Valley  have  in  2 
years  time  established  themselves 
in  the  financial  and  consuming 
markets  of  the  world  where  critical 
and  discriminating  eyes  made 
searching  investigations.  You  are 
to  be  congratulated  upon  the  strong 
position  you  now  occupy.  This 
position  has  been  gained  in  such 
a  short  period  of  time  that  one  can 
not  help  but  marvel  at  the  rapid 
progress  you  have  made.  Certainly 
the  strength  of  your  position  was 
not  brought  about  by  chance.  In 
t  h  e  beginning  an  economically 
sound  foundation  was  provided  for 
an  intelligent  agricultural  popula- 
tion and  it  is  upon  this  foundation 
that  you  are  building  a  structure 
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that  represents  the  efforts  of  the  or- 
ganized farmers  of  this  Valley.  If 
you  will  but  continue  to  realize 
your  full  responsibilities  in  the  or- 
ganization you  have  created,  there 
will  be  no  doubt,  expressed  or  im- 
plied, as  to  the  future.  You  must, 
however,  bear  in  mind  that  the 
trail  you  are  blazing  here  in  this 
Valley  will  not  always  be  an  easy 
one  to  follow.  As  you  grow  in 
strength  and  importance  obstacles 
will  be  strewn  in  your  path.  These 
obstacles  must  be  overcome  and  the 
surest  way  to  surmount  them  is  to 
maintain  at  all  times  that  ever 
present  spirit  of  loyalty  that  is  due 
every  course  that  is  known  to  be 
right." 5 

Another  talent  of  B.  C.  Pittuck 
was  his  ability  to  discover  and  em- 
ploy competent  management  staff 
members.  When  he  first  accepted 
the  top  management  job  at  SWIG 
he  brought  with  him  a  junior  execu- 
tive—W.  R.  "Bill"  Squires.  The 
two  were  a  team,  opposite  in  many 
respects  but  complementing  each 
other  in  working  to  establish  a  new 
cooperative  in  a  new  cotton  country. 
Pittuck  was  a  salesman  of  ideas 
and    an    organizer    of    people  ; 


Squires,  a  salesman  of  cotton  and 
an  organizer  of  business  operations. 

In  September  1929,  due  to  failing 
health,  Mr.  Pittuck  resigned  as 
general  manager,  and  recommended 
his  assistant  as  his  successor.  Again 
the  board  of  directors  were  equal 
to  their  responsibilities  and  offered 
the  job  to  young  Bill  Squires.  He 
accepted  and  in  1961 — 32  years 
later — was  still  filling  the  position. 
Gowan  Jones  and  other  directors 
drew  the  blueprint;  Pittuck  laid 
the  foundation;  Squires  built  the 
superstructure. 

When  Mr.  Pittuck  first  came  to 
SWIG  he  also  brought  along  a 
young  man  just  out  of  business  col- 
lege, and  then  on  his  first  job  in  the 
bookkeeping  department  of  the 
Texas  Farm  Bureau  Cotton  Asso- 
ciation, to  set  up  the  books  for  the 
new  association.  Obviously  T.  O. 
Easterling  also  measured  up  as  he 
was  still  holding  down  the  greatly 
increased  responsibilities  of  the 
same  position  35  years  later — in 
1961 — as  well  as  being  assistant 
treasurer  of  the  association.  His 
lifetime  employment  record  shows 
two  employers — both  of  them  cot- 
ton marketing  cooperatives. 


Joining  an  Overhead  Service  Association  SWIG 


rpHE  AMERICAN  Cotton 
Growers  Exchange  was  a  help- 
ful source  of  information  and 
assistance  to  SWIG  during  its  or- 
ganizational period.  The  Ex- 
change was  started  in  1921  by  three 

5  For  full  text  of  this  speech,  see 
appendix,  page  60. 


State  associations  incorporated  that 
year.  Its  initial  function  was  to 
serve  as  a  coordinating  and  service 
agency.  During  1922-23  it  assisted 
each  of  the  other  State  associations 
in  planning  and  conducting  their 
organizational  campaigns.  The 
Exchange  had  3  member  associa- 
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tions  in  1921,  12  in  1923,  and  15  in 
1929.    SWIG  was  the  13th  member. 

Shortly  after  the  Exchange  was 
formed,  its  responsibilties  were  ex- 
panded to  provide  member  associa- 
tions with  numerous  operating  serv- 
ices. These  included  assistance 
with  field  service  and  membership 
relations,  office  management  and 
accounting  systems,  comparative 
operating  reports  on  unit  costs  and 
volume,  and  eventually  a  statistical 
service  for  forecasting  cotton  prices 
as  well  as  a  cotton  selling  service  in 
domestic  and  foreign  markets. 

The  cotton  selling  service  was  not 
used  by  all  of  the  member  associa- 
tions nor  by  any  one  association  for 
all  of  its  sales.  Each  State  associ- 
ation had  its  own  sales  department. 
The  Exchange  functioned  some- 
what as  a  broker.  It  maintained 
current  information  on  stocks  of 
available  cotton  by  grade  and  staple 
on  hand  in  each  association.  With 
this  information  daily  purchase 
offers  were  solicited  from  mills  and 
other  buyers  through  the  Ex- 
change's   widespread    system  of 


rpHE  FIRST  2-year  arrangement 
J-  between  SWIG  and  the  Texas 
Farm  Bureau  Cotton  Association 
was  mutually  satisfactory  to  both 
organizations.  In  1926,  a  total  of 
103  members  delivered  2,846  bales, 
for  which  they  received  final  settle- 
ment averaging  more  than  $17  a 
bale  above  the  local  street  prices 
during  the  marketing  season.  In 
1927  shipments  of  18,016  bales  were 


domestic  and  foreign  offices.  Pur- 
chase offers  received  were  trans- 
mitted to  member  associations  hav- 
ing the  quantity  of  cotton  wanted. 
If  the  price  was  satisfactory,  the 
member  association  confirmed  the 
offer  and  made  the  sale  direct  to  the 
buyer. 

The  Exchange  was  never  incor- 
porated. Its  only  legal  status  was 
a  cross  contract,  or  joint  agreements 
between  the  member  cooperatives. 
Its  policies  were  determined,  activi- 
ties directed,  and  officers  employed 
by  a  board  of  trustees  comprised  of 
three  representatives  from  each 
association. 

Meetings  of  the  trustees  were  as 
called.  An  executive  committee 
made  up  of  one  official  from  each 
association  usually  met  monthly. 

The  budget  for  the  Exchange  was 
prepared  by  the  trustees.  Operat- 
ing funds  were  supplied  by  member 
assoc"  tions  on  total  bales  handled 
whether  or  not  sales  were  made 
through  the  Exchange.  SWIG 
used  the  services  of  the  Exchange 
in  selling  most  of  its  cotton. 


delivered  by  262  members  with 
equally  satisfactory  net  sales 
returns. 

In  1928  SWIG  decided  with  the 
blessings  of  Texas  Farm  Bureau 
Cotton  Association  to  go  it  alone. 
On  advice  of  legal  counsel  SWIG 
organized  a  wholly  owned  subsidi- 
ary sales  corporation  with  capital 
stock,  and  under  the  general  cor- 
poration statute,  to  handle  cotton 
sales. 

This  technicality  was  thought  to 
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be  necessary  as  a  legal  precaution. 
It  was  uncertain  at  that  time 
whether  or  not  nonstock  coopera- 
tives under  State  and  Federal  stat- 
utes had  the  authority  to  buy  and 
sell  cotton  futures  in  hedging  call 
sales  to  mills,  since  transactions  in 
cotton  futures  might  not  be  con- 
strued as  business  with  members. 

The  sales  subsidiary  was  liqui- 
dated in  1930  when  SWIG  became  a 
charter  member  of  a  Southwide  fed- 
eration, organized  with  capital 
stock,  to  handle  cotton  sales  for  all 
but  one  of  the  major  cotton  mar- 
keting cooperatives  (page  37). 

Off  to  a  Good  Start 

SWIG  received  21,914  bales  of 
cotton  from  342  members  during 
1928-29.  This  volume  was  21  per- 
cent of  the  total  cotton  production 
of  the  Miscella  and  the  Rio  Grande 
Valleys  above  and  below  El  Paso. 
This  support  from  growers  in  the 
area,  representing  one  bale  out  of 
every  five  grown  in  the  valleys 
during  SWIG's  first  fully  responsi- 
ble year  of  operation,  was 
encouraging. 

Net  sales  returns  were  also  en- 
couraging to  members.  Sales  were 
made  this  first  year  in  accord  with 
the  suprisingly  accurate  cotton 
price  forecasts  prepared  by  the  sta- 
tistical department  of  the  American 
Cotton  Growers  Exchange.  Could 
it  be,  they  wondered,  that  the  cot- 
ton cooperatives  had  at  last  un- 
locked the  secret  of  out -guessing— 
even  though  they  could  not  con- 
trol—cotton prices?  The  future 
appeared  optimistic  and  exciting, 
but  not  for  long. 

The  1929-30  season  opened  in 
August  with  cotton  selling  around 
18  cents.  A  cautious  preseason  fore- 
cast by  the  Exchange  was  that  cot- 
ton prices  would  probably  go  up  as 


the  harvesting  season  advanced. 
This  prediction  was  bolstered  by  an 
announcement  on  October  21,  1929, 
that  the  newly  created  Federal 
Farm  Board  .  .  believes  that 
the  present  prevailing  prices  for 
cotton  are  too  low.  ...  In  order  to 
assist  cotton  farmers  to  hold  back 
their  crop  and  at  the  same  time  have 
money  with  which  to  pay  their  obli- 
gations, the  board  proposes  to  lend 
to  cotton  cooperatives,  qualified  as 
borrowers  under  the  Capper-Vol- 
stead  Act,  sums  sufficient  to  bring 
the  total  amount  borrowed  from  all 
sources  by  such  associations  to  16 
cents  per  pound  on  graded  and 
classed  cotton,  basis  middling  7/8- 
inch  staple,  less  proper  deductions 
to  cover  freight  to  port  concentra- 
tion points"  (3). 

The  Trail  Gets  Rough 

Eight  days  after  this  announce- 
ment by  the  Federal  Farm  Board — 
on  October  29 — the  bottom  fell  out 
of  the  stock  market.  Prices  of 
nearly  everything  plopped.  Cot- 
ton prices  continued  in  an  erratic 
month  by  month  decline  from 
around  18.5  cents  a  pound  in  August 
1929  to  around  12  cents  the  follow- 
ing July.6 

SWIG  was  caught  with  more 
than  4,000  bales  carried  over  from 
the  1928-29  season  plus  most  of  the 
35,100  bales  received  or  under  con- 
tract for  the  1929-30  season.  The 
prophetic  warning  by  General  Man- 
ager Pittuck  in  his  July  1928 
speech  to  members  that  "the  trail 
you  are  blazing  will  not  always  be 
an  easy  one  to  follow"  had  come  to 
pass  and  perhaps  much  sooner  and 


6  This  price  decline  continued  through 
the  next  2  years  to  an  unprecedented  low 
level  of  less  than  5  cents  a  pound  in 
June  1932. 
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more  drastically  than  he  had 
anticipated. 

Members  of  SWIG  and  of  other 
cooperatives  suffered  huge  losses. 
It  might  have  been  infinitely  worse, 
at  least  for  the  members,  but  for 
the  16-cent  loan  commitment  of  the 
Federal  Farm  Board  to  coopera- 
tives. 

The  Cotton  Stabilization  Corpo- 
ration, an  incorporated  agency  of 
the  Federal  Farm  Board,  later  took 
over  about  1.3  million  bales  from 
the  cooperatives  under  the  16-cent 
loan  commitment  with  the  intent  of 
isolating  this  much  of  the  supply 
from  the  market.  This  cotton  was 
held  off  the  market  for  more  than  2 
years.  About  a  third  of  it  was  then 
sold  through  regular  trade  chan- 
nels ;  the  remaining  two-thirds  was 
donated  to  the  American  Red  Cross. 

In  the  final  settlement  members 
of  SWIG  received  16.24  cents  a 
pound,  basis  middling  %-inch 
staple,  as  net  sales  returns,  but  lost 


their  $38,000  equity  reserves  in 
SWIG  that  had  been  accumulated 
from  the  2  percent  deductions  from 
sales  during  the  1928  and  1929 
seasons. 

SWIG  wound  up  with  assets  of 
about  $2,000  in  furniture  and  fix- 
tures and  a  $60,000  indebtedness  to 
the  Federal  Farm  Board,  borrowed 
to  pay  operating  expenses  during 
the  1929-30  season.  This  libability 
was  reflected  in  a  net  worth  deficit 
of  nearly  as  much  in  SWIG's 
balance  sheet.  The  $60,000  loan 
provided  for  repayment  by  making 
a  deduction  of  50  cents  a  bale  from 
future  member  deliveries.  SWIG 
was  down  but  not  out. 

Hathcock  (8)  summarized  the 
effects  of  the  16-cent  loan  operations 
in  a  speech  at  the  1936  annual  meet- 
ing of  the  American  Farm  Eco- 
nomic Association  as  follows : 

"It  was  and  is  admitted  that  the 
loan  was  a  form  of  stabilization  op- 


SW/G  headquarters  and  plant  are  located  in  the  outskirts  of  El  Paso  near  the  Texas-New  Mexico 
border  in  sight  of  the  Republic  of  Mexico  across  the  Rio  Grande. 
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eration  intended  for  the  good  of  the 
Nation  as  a  whole.  Nevertheless 
when  settlement  was  effected  the 
cotton  cooperatives  had  been  de- 


prived of  their  reserves  and  worse 
still  had  been  saddled  with  debts  to 
be  paid  out  of  reserves  of  the 
future." 


Organizing  a  National  Sales  Federation 


AS  KELATED  by   Omer  W. 

Herrmann  and  Chastina  Gard- 
ner (9)  "In  December  1929,  the  di- 
rectors of  the  State  and  regional 
associations  met  with  representa- 
tives of  various  Federal  and  State 
agencies  to  discuss  the  possibilities 
of  broadening  the  functions  and  ex- 
tending the  scope  of  the  American 
Cotton  Growers  Exchange.  As  a 
result  of  this  meeting,  provisions 
were  made  for  setting  up  an  over- 
head organization  to  be  known  as 
the  American  Cotton  Cooperative 
Association,  which  would  supersede 
the  American  Cotton  Exchange. 
The  American  Cotton  Cooperative 
Association  was  incorporated  Janu- 
ary 13,  1930,  under  the  laws  of  the 
State  of  Delaware,  as  a  capital 
stock  association  with  an  author- 
ized capital  of  $30  million." 

SWIG  Joins  ACCA 

SWIG  was  1  of  11  charter  mem- 
ber-associations of  the  American 
Cotton  Cooperative  Association 
(ACCA).  Director  Go  wan  Jones 
signed  the  ACCA  Articles  of  In- 
corporation on  behalf  of  SWIG. 
On  becoming  a  member,  SWIG 
initially  subscribed  to  1  share  of 
common  stock  and  191  shares  of  pre- 
ferred stock  at  a  par  value  of  $100 
a  share.  This  commitment  for  $19,- 


200  required  that  a  minimum  of  10 
percent,  or  $1,920,  be  paid  in  cash. 

For  a  cooperative  that  had  just 
incurred  a  deficit  of  $60,000  to  raise 
even  this  modest  amount  in  1930 
from  members  who  were  expecting 
12  cents  a  pound  or  less  for  their 
next  cotton  crop  was  not  a  pleasant 
assignment.  Nevertheless,  the  di- 
rectors and  the  manager  did  it  the 
hard  way.  They  went  to  the  mem- 
bers. More  than  the  amount  needed 
was  raised.  SWIG  was  back  in 
business  and  ACCA  had  $800,000 
subscribed  capital,  of  which  the  11 
member  associations  had  paid  in 
$76,950  in  cash. 

Beginning  with  the  1930-31  sea- 
son, the  Federal  Farm  Board  of- 
fered a  second  loan  and  surplus 
control  plan  to  the  cotton  coopera- 
tive through  ACCA.  This  plan 
provided  for  a  90  percent  nonre- 
course advance  of  market  value  to 
members  of  cooperatives  who  would 
deliver  their  cotton  to  a  seasonal 
pool  to  be  held  off  the  market  by  the 
cooperatives  for  a  period  of  3  years 
or  until  the  cotton  could  be  sold 
for  more  than  cost  and  carrying 
charges.  This  in  effect  meant  that 
members  of  cooperatives  were  un- 
derwriting the  risk  of  a  stabiliza- 
tion program  to  the  extent  of  10 
percent  of  the  current  value  of  their 
cotton. 
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Grower  members  of  the  associa- 
tions affiliated  with  ACCA  took  this 
risk  on  2  million  bales  of  cotton. 
SWIG  members  supplied  66,600 
bales.  This  was  nearly  twice 
SWIG's  previous  year's  volume,  but 
it  also  proved  to  be  their  highest 
volume  for  the  succeeding  25 
years — that  is,  until  1955-56. 

Rough  Going  Continues 

Cotton  prices  did  not  recover. 
Members  of  cooperatives  who  par- 
ticipated in  the  90  percent  loan- 
advance  did  not  win  on  their  10 
percent  wager  on  surplus  control. 
The  2  million  bales  were  finally 
taken  over  by  the  Department  of 
Agriculture  and  used  as  partial 
compensation  to  growers  in  the  1933 
plow-up  program  under  provisions 
of  the  Agricultural  Adjustment 
Act. 

During  the  1931-32  and  1932-33 
seasons  the  price  of  cotton  was  so 
low  and  the  obligations  of  growers 
were  so  pressing  that  any  kind  of 
pool  at  less  than  market  price  on 
delivery  was  impractical.  ACCA 
and  member  associations  came  out 
with  what  was  called  the  immediate 
fixation  pool  .  In  effect  growers  re- 
ceived market  value  on  delivery 
with  a  potential  interest  in  any  net 
margins  or  savings  that  might  re- 
sult from  operations.  Members 
realized  no  material  savings  during 
those  years. 

In  1933-34  and  1934-35  ACCA 
put  an  outright  purchase  and  sale 
plan  into  effect  through  the  member 
associations.  This  plan  of  opera- 
tion further  centralized  authority  in 
ACCA  and  relegated  member  asso- 
ciations to  little  more  than  branch 
offices  of  the  federation.  .Classing, 
shipping,  selling  cotton  received 
from  growers,  and  to  a  large  extent 
approving  operating  expenses,  in- 


cluding salaries,  were  responsibili- 
ties of  ACCA. 

This  centralization  in  ACCA  and 
the  increased  capital  required  to  buy 
cotton  from  member  growers 
greatly  increased  the  federation's 
capital  needs.  It  worked  out  a  plan 
for  $5  million  paid-in  capital  by 
member  associations.  SWIG's  pro- 
portionate share  was  determined  to 
be  $272,200. 

In  meeting  this  capital  require- 
ment SWIG  borrowed  $200,000 
from  an  agency  of  Farm  Credit  Ad- 
ministration and  pledged  the  stock 
in  ACCA  as  collateral.  In  1935, 
$50,000  of  this  stock  was  sold  at  par 
reducing  the  investment  in  ACCA 
stock  to  $222,200  and  the  indebted- 
ness to  Farm  Credit  Administra- 
tion to  $150,000. 

ACCA  operations  resulted  in 
losses  in  both  the  1934-35  and  1935- 
36  seasons.  SWIG's  1935-36  deliv- 
eries from  members  dropped  below 
33,000  bales,  the  lowest  since  1928- 
29.  Equity  reserves  of  members  in 
SWIG  had  been  built  back  up  after 
1930  to  more  than  $200,000  by  the 
2  percent  withholding  from  sales  of 
members'  cotton.  The  directors 
were  determined  that  these  equity 
reserves  would  not  again  be  wiped 
out. 

Operating  losses  of  ACCA  if  con- 
tinued would  impair  SWIG's  in- 
vestment in  ACCA  stock  and  in 
turn  impair  the  value  of  equity  re- 
serves of  members  in  SWIG. 
SWIG  directors,  managers,  and 
members  were  not  satisfied  to  con- 
tinue as  a  branch  office  of  ACCA. 
They  did  not  go  along  with  the  prac- 
tice of  a  cooperative  "buying"  cot- 
ton from  its  members.  SWIG  had 
been  organized  rather  to  sell  cotton 
for  its  members  and  to  pay  them  net 
sales  receipts  less  handling  costs 
and  operating  expenses. 
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SWIG  also  believed  that  Western 
irrigated  cotton  was  a  higher  grade 
and  longer  staple  than  most  upland 
cotton  grown  in  other  areas  and  was 
therefore  at  a  disadvantage  in  be- 
ing marketed  along  with  all  other 
cottons.  This  viewpoint  was  fur- 
ther confirmed  by  the  experiences 
and  success  of  the  Staple  Cotton 
Cooperative  Association.  This  co- 
operative was  made  up  of  growers 
of  the  Mississippi  Delta  who  also 
produced  a  higher-quality  cotton 
and  had  never  affiliated  with  any 
overhead  sales  organization. 

In  addition  ACCA  had  received 
some  unfavorable  publicity  as  a  re- 
sult of  a  Senate  Committee  investi- 
gation in  1935.  The  effects  of  these 
public  hearings  and  reports  were 
disturbing  to  grower-members  of 
the  State  and  regional  cooperatives, 
even  though  statements  by  some 
members  of  the  Senate  Committee 
were  favorable  to  the  cooperatives. 

After  much  discussion  and  delib- 
eration among  representatives  of 
member  associations  aggressively 
led  by  SWIG,  a  decision  was 
reached  to  materially  reorganize 
the  functions  and  capital  structure 
of  ACCA.  Each  member  associa- 
tion was  to  reassume  responsibili- 
ties for  its  own  sales.  ACCA  would 
provide  hedging  and  brokerage 
services  on  request  of  those  associa- 
tions that  desired  to  continue  as 
members  and  stockholders.  These 
reduced  responsibilities  and  services 
by  ACCA  would  make  possible  re- 
tirement of  its  preferred  stock  at 
book  value. 

SWIG  on  Its  Own  Again 

SWIG  wrote  off  approximately 
$50,000  on  the  entire  stock  invest- 
ment in  ACCA.   The  association's 


actual  loss  was  not  nearly  that  much 
over  the  entire  period.  Interest  on 
indebtedness  incurred  to  buy  the 
stock,  and  some  dividends  and 
patronage  refunds  from  ACCA  in 
previous  years,  had  been  reflected  in 
operations.  The  June  30,  1940, 
audit  of  SWIG  showed  a  net  capi- 
tal loss  during  the  entire  ACCA 
period  of  about  $6,000.  The  re- 
capitulation from  SWIG's  point  of 
view  was  as  follows : 

Disbursements : 
Purchased  cost  of 

2,722  shares  $272,  200 

Interest  paid  and 
accrued  on  stock 

notes    22,590 


Total  disbursements  $294,  790 

Receipts : 

Sale  of  500  shares 

at  par   50,000 

Dividends  and  re- 
funds received 

from  ACCA   72,100 

Liquidation  on 

2,222  shares   166,  575 

Total  receipts   288,675 

Net  loss   6,115 


This  loss  was  further  reduced  by 
about  $1,500  through  subsequent 
liquidating  dividends. 

SWIG  was  again  operating  under 
its  own  steam. 

ACCA  continued  to  operate  with 
reduced  responsibilities  and  fewer 
member  stockholders.  In  1945,  ac- 
cording to  Fetrow  (4) ,  ACCA  had 
six  member  stockholders.  Its  func- 
tions were  limited  largely  to  hedg- 
ing and  brokerage  services.  ACCA 
was  still  providing  these  services  in 
1960-61  but  to  fewer  member  associ- 
ations. 
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Providing  Production  Credit  for  Members 


ANOTHER  PROBLEM  con- 
■  fronting  SWIG  at  the  time  it 
was  organized  in  1926  was  unsatis- 
factory or  inadequate  crop  produc- 
tion credit  services  for  member- 
growers.  Such  credit  services  as 
were  available  were  generally  not 
favorable  to  members  of  coopera- 
tives. Not  only  was  cooperative 
cotton  marketing  a  new  and  untried 
undertaking  for  most  of  the  mem- 
bers, but  also  the  production  of  cot- 
ton in  this  area  under  irrigation  was 
new,  experimental,  and  considered 
somewhat  risky  for  many  growers. 
Both  of  these  developments  were 
factors  that  materially  influenced 
availability,  sources,  and  interest 
rates  for  production  credit. 

In  addition,  risks  were  inherent 
in  the  fluctuating  price  of  cotton. 
For  example,  the  price  of  middling 
%-inch  cotton  declined  from  a  high 
of  40  cents  in  1920  to  11  cents  in 
March  1921  and,  after  a  temporary 
price  recovery,  dropped  again  from 
around  30  cents  in  1923  to  less  than 
15  cents  in  1926. 

Production  Credit  Services 
Essential 

At  the  time  SWIG  contracted 
with  Texas  Farm  Bureau  Cotton 
Association  in  1926  for  cotton  sell- 
ing services,  a  similar  cross-contract 
was  made  with  Texas  Cotton  Grow- 
ers Finance  Corporation,  a  subsidi- 
ary of  the  marketing  association, 


to  make  available  crop  produc- 
tion credit  for  members  of  SWIG. 
This  was  one  of  several  agricultural 
credit  corporations  set  up  as  sub- 
sidiaries of  the  large  cotton  market- 
ing associations  (15)  to  make  crop 
production  loans  to  member  grow- 
ers and  rediscount  the  growers' 
notes  with  a  Federal  Intermediate 
Credit  Bank.7 

Crop  production  loans  to  SWIG 
members  were  faciliated  by  the 
establishment  of  a  branch  office  in 
El  Paso.  SWIG  provided  office 
space  and  paid  half  the  salary  of  the 
branch  manager.  Growers'  loan  ap- 
plications with  notes  and  evidences 
of  security  attached,  as  well  as 
recommendations  of  the  branch 
manager,  were  forwarded  to  the 
production  finance  subsidiary 
TCGFC  in  Dallas.  Following  re- 
view, examination,  and  approval 
there,  the  papers  were  then  sent  to 
the  Federal  Intermediate  Credit 
Bank  (FICB)  at  Houston. 

When  finally  approved  by  FICB, 
funds  were  dispatched  back  over  the 
same  route  to  the  grower.  Usually 
as  much  as  a  month  was  required  to 
process  a  loan  application.  Despite 
these  time  difficulties,  use  of  the  pro- 
duction credit  services  through  this 
branch  office  was  continued  for 
about  4  years. 

7  Federal  Intermediate  Credit  Banks 
were  established  in  each  of  the  12  Land 
Bank  Districts,  by  act  of  Congress  in 
1923.    42  Stat.  1454,  12  U.S.C.A.  1021. 
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Credit  Corporation  Established 

Following  SWIG's  original  af- 
filiation with  ACCA  in  early  1930, 
the  Board  of  Directors  began  mak- 
ing plans  to  set  up  their  own  agri- 
cultural credit  corporation  to  fi- 
nance member-growers.  The  Pro- 
duction Credit  Corporation  (PCC) , 
El  Paso,  Tex.,  was  incorporated  in 
January  1931  as  a  wholly  owned 
subsidiary  of  SWIG,  with  author- 
ized capital  stock  of  $100,000. 
SWIG  borrowed  the  money  to  pur- 
chase this  stock  and  thereby  pro- 
vided the  funds  to  loan  to  member- 
growers.  The  borrowed  capital  was 
subsequently  repaid  in  full. 

During  the  first  3  years'  operation 
of  PCC  each  borrower  was  required 
to  buy  stock  in  the  corporation  equal 
to  5  percent  of  the  amount  of  his 
loan.  This  was  a  requirement  of 
the  Federal  Farm  Loan  Board  to 
qualify  for  discounting  growers' 
notes  with  the  Federal  Intermediate 
Credit  Banks. 

This  5  percent  investment  re- 
quirement —  together  with  other 
provisions  in  the  articles  of  incor- 
poration and  by  laws  of  PCC — was 
subsequently  incorporated  into  en- 
abling legislation  passed  by  Con- 
gress in  setting  up  Production 
Credit  Associations  under  the  Farm 
Credit  Act  of  1933.8 

These  contributions  by  SWIG  to 
the  Nation's  agricultural  credit 
legislation  were  largely  due  to 
Stanley  F.  Reed — at  that  time  Gen- 
eral Counsel  of  the  Federal  Farm 
Board  and  later  an  Associate 
Justice  of  the  U.S.  Supreme 
Court — who  drafted  the  organi- 
zational papers  and  outlined  the 
methods  of  operation  for  SWIG's 
Production  Credit  Corporation. 


8  48  Stat.  257,  261,  12  U.S.C.A.  1134, 
1134f. 


PCC  made  still  another  contribu- 
tion to  the  Nation's  agricultural 
credit  system  when  the  Banks  for 
Cooperatives  were  set  up  in  1933  un- 
der the  Farm  Credit  Administra- 
tion. J.  B.  Jones,  who  was  the  El 
Paso  branch  manager  for  Texas 
Cotton  Growers  Finance  Corpora- 
tion, and  later  manager  for  SWIG's 
PCC,  was  selected  as  the  first  secre- 
tary of  the  Houston  Bank  for 
Cooperatives. 

PCC  began  financing  member 
growers  of  SWIG  in  1931  and  con- 
tinued for  16  years.  In  1934,  PCC 
began  discounting  its  growers'  notes 
with  commercial  banks  and  discon- 
tinued   t  h  e    requirement    t  hat 


ANNUAL 
REPORT 

FOR    THE    YEAR    ENDED    JUNE  30, 

1961 


SWIG's  7  960-6  7  annual  report  showed 
7  04,200  bales  of  cotton  and  50,400  tons  of 
seed  marketed  for  1,550  members. 
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growers  invest  5  percent  of  loans  in 
PCC  stock.  This  SWIG  subsidi- 
ary was  liquidated  in  1947,  after 
facilities  for  short-term  financing 
of  farmers  was  being  adequately 
supplied  by  Production  Credit  As- 
sociations and  commercial  banks. 

During  its  lifetime  PCC  loaned 
member-growers  of  SWIG  more 


SWIG 


than  $3  million.  It  financed  around 
100  growers  each  year  for  a  total  of 
1,500  loans  averaging  $2,133  during 
the  16  years  of  operation  (appendix 
table  4).  The  association  liqui- 
dated with  a  surplus  of  nearly 
$3,000.  About  half  of  the  16  years 
showed  a  small  surplus  and  half 
showed  modest  losses. 


Buying  a  Cottonseed  Oil  Mill 


SWIG  PLANNED  from  the  be- 
ginning to  market  members' 
cottonseed  as  well  as  cotton.  Pro- 
visions in  the  bylaws  and  the  mar- 
keting agreement  applied  equally  to 
cottonseed  and  cotton.  In  this  re- 
spect SWIG  was  unique  among 
cotton  marketing  associations. 

SWIG  made  a  start  in  1928  to 
market  cottonseed  for  members  by 
contracting  with  a  commercial  oil 
mill  to  receive  and  process  seed  de- 
livered by  members  on  a  profit 
sharing  basis.  This  arrangement 
did  not  prove  to  be  satisfactory  as 
there  were  no  "profits"  after  the 
mill  paid  going  prices,  for  seed.  An 
attempt  was  then  made  to  purchase 
a  minority  interest  in  an  oil  mill. 
This  did  not  materialize.  Finally 
it  became  obvious  that  the  only  solu- 
tion was  for  SWIG  to  buy  or  lease 
an  oil  mill. 

During  the  1934-35  and  1935-36 
seasons  a  local  oil  mill,  then  in  a  re- 
ceivership, was  leased  by  SWIG 
and  operated  for  the  benefit  of  its 
members.  The  operation  wTas  suc- 
cessful from  the  beginning.  In 
June  1936  the  lease  was  renewed  for 


another  5  years  with  an  option  to 
buy  at  any  time  during  the  period 
for  $60,000.  Under  this  option  the 
interests  of  minority  owners  were 
purchased  during  the  1937-38  sea- 
son and  of  the  majority  owners  the 
following  year. 

During  the  5  years  operated  un- 
der lease,  accumulated  equities  of 
patrons  in  the  mill  exceeded  the 
purchase  cost.  Improvements  to 
the  facilities  were  also  made  during 
the  leasehold.  .At  the  time  title 
was  obtained,  the  book  value  of  the 
land  and  machinery  was  more  than 
$100,000.  During  each  of  the  5 
years,  net  sales  returns  per  ton  to 
cottonseed  member-patrons  were 
above  prevailing  commercial  prices 
for  seed  in  the  area.  This  price  ad- 
vantage to  members  for  the  5  years 
.while  the  mill  was  leased  averaged 
$2.06  a  ton  and  totaled  $118,161  on 
57,450  tons  received  and  processed. 

Cottonseed  Processing 
Department 

The  oil  mill  was  not  set  up  as  a 
separate  corporation  or  subsidiary, 
as  the  Production  Credit  Corpora- 
tion and  the  earlier  Cotton  Sales 
Corporation  were.  Instead  it  was 
established   as   a   department  of 
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SWIG  coordinate  with  the  cotton 
sales  department. 

From  the  beginning  the  cotton- 
seed oil  milling  department,  like  the 
cotton  marketing  department,  did 
not  buy  cottonseed  from  members. 
Advances  were  made  on  delivery  of 
seed,  but  these  prepayments  were 
also  $3  to  $10  below  prevailing  mar- 
ket prices  at  other  oil  mills.  Prog- 
ress payments  were  made  as  the 
seed  was  processed  and  products 
sold.  A  final  payment  was  made  at 
the  end  of  the  fiscal  year. 

Eetains  for  necessary  capital  pur- 
poses to  improve  facilities  and  to 
retire  similar  retains  of  earlier 
years  were  deducted  from  the  final 
payment  for  seed.  These  retains 
were  within  the  2  percent  of  gross 
sale  value  of  products  as  provided 
in  the  bylaws. 

Oil  Refinery  Added 

In  1950  the  oil  mill  department 
of  SWIG  installed  a  cottonseed  oil 
refinery  at  a  cost  of  $160,000.  This 


gave  the  association  the  advantage 
of  being  able  to  market  either  crude 
or  refined  cottonseed  oil  as  relative 
prices  of  the  two  determined.  It 
also  made  posssible  better  price  pro- 
tection, as  refined  oil  may  be  deliv- 
ered on  futures  contracts  whereas 
crude  oil  cannot. 

Cattle  Feeding 

Included  in  the  oil  mill  proper- 
ties originally  acquired  by  SWIG 
were  quite  extensive  facilities  for 
feeding  cattle.  These  were  used 
for  more  than  10  years  in  the  late 
1930's  and  during  the  1940's  to  feed 
cattle  on  contract.  This  provided 
a  ready  and  substantial  market  for 
cottonseed  meal  and  hulls.  Ferti- 
lizer sales  from  the  cattle  corrals 
more  than  paid  labor  and  other  ex- 
penses of  feeding  the  cattle.  This 
sideline  activity  was  discontinued  in 
1951  as  most  of  the  major  cattle 
feeding  operators  in  the  area  had 
established  their  own  facilities. 


For  more  than  10  years  in  the  late  1930's  and  early  1940's,  SWIG  maintained  facilities  for 

feeding  cattle  on  contract. 
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Mill  Facilities  Continuously 
Improved 

SWIG's  oil  milling  facilities  have 
been  constantly  improved  as  in- 
creasing volumes  of  seed  deliveries 
from  members  required  and  as 
newer  technical  milling  equipment 
became  available.  Another  definite 
advantage  to  SWIG  from  buying 
the  oil  mill  properties  was  that  it 
provided  a  permanent  headquarters 
and  home  for  the  association.  A 
modern  office  building  and  cotton 
classing  facilities,  all  in  Spanish 
architecture^  have  been  constructed. 
The  location  is  in  the  outskirts  of 
El  Paso  on  U.S.  Highway  80. 

This  location  together  with  ample 
space  for  parking  big  trucks,  pick- 
ups, and  automobiles  makes  it  con- 
venient for  members  to  stop  by  the 


association.  The  land  is  appropri- 
ately located  on  the  border  between 
Texas  and  New  Mexico.  The 
boundary  between  the  two  States 
goes  through  the  north  edge  of  the 
property.  A  billboard-sized  sign 
located  on  U.S.  Highway  80  along- 
side the  property,  and  brilliantly 
lighted  at  night,  announces  in  box- 
car-size letters :  SWIG,  Cotton  and 
Cottonseed  Products. 

The  June  30,  1960,  audit  showed 
the  association  had  facilities  in 
buildings  and  equipment  with  a 
book  value  of  $627,000.  Appraised 
value  would  perhaps  show  twice  as 
much.  There  was  no  indebtedness 
other  than  minor  accounts.  All  the 
equities  were  represented  either  by 
Patronage  Equity  Certificates  or 
Reserves  identified  by  name  of  mem- 
ber and  year  withheld. 


Growing  Du 


THE  CURRENT  pattern  of 
SWIG  both  as  to  organizational 
structure  and  method  of  operation 
emerged  during  the  late  1930's  and 
early  1940's.  Services  to  growers 
had  settled  down  to  marketing  cot- 
ton and  cottonseed.  The  Produc- 
tion Credit  Corporation  had  served 
its  purpose  and  was  liquidated.  All 
ties  and  affiliations  with  overhead 
associations  had  been  severed. 

Despite  the  distinction  of  having 
been  the  13th  member  of  the  Amer- 
ican Cotton  Growers  Exchange, 
and  a  charter  member  of  ACCA, 
SWIG  is  one  of  very  few  members 
of  both  of  these  overhead  associa- 
tions that  has  operated  cont inu- 


ring the  1940's  and  1950's 


ously  without  some  form  of  reor- 
ganization, merger,  consolidation, 
liquidation,  or  at  least  a  change  of 
name. 

Sales  Double  and  Redouble 

Starting  from  a  low  point  of  the 
crop  of  1939-40,  SWIG  began  a 
steady  growth  through  the  1940's 
that  accelerated  rapidly  during  the 
1950's.  Total  net  sales  returns  to 
patrons  for  both  cotton  and  cotton- 
seed increased  from  $1.8  million  in 
1939^0  to  over  $10  million  in  the 
late  40's  and  early  50's  and  then 
zoomed  to  nearly  $27  million  for 
the  crop  of  1958-59  (figure  3  and 
appendix  table  5). 
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Figure  3. — Total  net  sales  returns  to  SWIG  patrons  for  cotton  and  cotton 
seed,  by  crops,  1926-59 

$  MIL.  I  I 


1930     1935     1940     1945     1950  1955 


Bales  of  cotton  marketed  in- 
creased from  less  than  30,000  in 
1939-40  to  more  than  50,000  in  1949- 
50,  and  more  than  doubled  again  by 
1960.  Tons  of  cottonseed  received 
and  processed  showed  similar  in- 
creases (figure  4). 

Equities  Increase  Rapidly 

Equities  of  patrons  in  the  capital 
of  SWIG  likewise  increased  (figure 
5  and  appendix  table  6) .  Net  worth 
was  around  $200,000  in  the  middle 
1930's,  more  than  $900,000  by  1950, 
and  above  $1  million  by  1960.  With 
this  increase  in  net  worth  also  came 
a  change  in  the  source  of  capital  as 
between  cotton  lint  and  cottonseed. 
In  1940,  cottonseed  shippers  were 
providing  21  percent  of  permanent 


capital;  in  1960,  71  percent.  Capi- 
tal furnished  by  cotton  shippers 
was  the  reverse — 79  percent  in  1940 
and  29  percent  in  1960. 

Cotton  Warehouse  Purchased 

The  relatively  higher  capital 
needs  for  cottonseed  processing  and 
marketing  are  due  to  the  oil  mill 
crushing  facilities  required.  Be- 
fore 1960  the  only  facilities  used  in 
marketing  cotton  were  an  office 
building,  furniture,  office  machines, 
and  company  automobiles.  This 
was  changed  somewhat  early  in 
1961  by  the  purchase  of  a  75,000- 
bale  warehouse  in  Houston,  Tex., 
where  most  of  SWIG's  cotton  will 
be  concentrated  for  shipment  to 
mills  and  other  buyers. 
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Figure  4. — Units  of  volume  received  by  SWIG,  by  years,  1926-60 


1930    1935   1940    1945    1950  1955 


Seed  Processing  Facilities  More 
Costly 

Fixed  assets  needed  to  process  and 
market  cottonseed  are  much  greater 
in  proportion  to  value  of  cottonseed 
products  than  is  the  case  in  market- 
ing cotton.  For  example,  the  $700,- 
000  net  worth  invested  in  an  oil  mill 
is  used  to  process  cottonseed  with  a 
product  value  to  patrons  of  $2.8 
million — or  $1  of  capital  to  $4  of 
products.  Baled  cotton  at  a  net 
sales  return  value  of  $21  million  re- 
quires less  than  $300,000  capital --or 
a  ratio  of  $1  of  capital  to  $70  of  sales 
return. 

Per-Ton  Returns  from  Processing 
Cottonseed 

Net  sales  returns  to  patrons  above 
open  market  prices  at  time  of  de- 


livery each  year  averaged  $9.83  a 
ton  on  cottonseed  for  the  26  years 
the  mill  has  operated — a  total  of 
$6,385,000  on  649,000  tons  of  cotton- 
seed processed  (figure  6  and  ap- 
pendix table  7) .  In  terms  of  price 
per  ton  SWIG  benefits  to  cottonseed 
shippers  on  the  26-year  average  of 
$69.97  net  sales  returns  per  ton  is 
16.3  percent  more  than  the  $60.14 
average  price  received  by  other 
growers  at  open  market  prices.  It 
is  quite  likely,  also,  that  the  open 
market  or  competitive  price  for  cot- 
tonseed in  the  area  would  have  been 
lower  if  the  cottonseed  operations 
of  SWIG  had  not  been  in  the 
picture. 

The  abnormally  high  returns  to 
cottonseed  patrons  of  more  than  $40 
a  ton  from  the  crops  of  1946-47  and 
1947-48  represented  benefits  that 
these  growers  received  by  reason  of 
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owning  a  cooperative  during  a 
period  of  advancing  cottonseed 
prices  following  the  removal  of 
price  controls  after  World  War  II 
(figure  6). 

Returns  from  Cotton  Marketing 

Dollar  benefits  to  cotton  shippers 
cannot  be  documented  as  precisely 
for  cotton  as  for  cottonseed.  There 
are  no  authentic  statistics  of  the 
average  price  received  by  all  cotton 
growers  to  compare  with  net  sales 
returns  per  pound  or  per  bale  re- 
ceived by  cotton  patrons  of  SWIG. 
An  average  price  per  pound  or  per 
bale  would  include  both  Acala  and 
Pima  cotton  as  well  as  possibly 
hundreds  of  quality  combinations 
of  the  two  varieties.  An  equally 
convincing  proof,  however,  that  net 


sales  returns  to  SWIG  cotton  ship- 
pers are  above  prices  obtained  by 
other  growers  is  that  the  number 
of  bales  delivered  to  SWIG  doubled 
twice  between  1939  and  1959 — from 
30,000  to  122,000  bales.  It  is  most 
unlikely  that  1,500  cotton  farmers 
would  continue  to  be  wrong  over  a 
period  of  20  years. 

To  summarize,  many  different  in- 
fluences have  shaped  the  character 
and  personality  of  SWIG  during  its 
lifetime  of  35  years.  What  has  been 
the  one  thing,  if  any,  that  explains 
SWIG's  survival  and  growth  dur- 
ing a  third  of  a  century  a*nd  for  two 
generations  of  cotton  growers  in  the 
area  served  ?  The  question  was  put 
to  General  Manager,  W.  R.  Squires. 
Let's  examine  his  answer  again : 


Figure  5. — Capital  equities  of  SWIG  members,  years  ending  June  30, 

1927-60 


THOUSANDS  OF  DOLLARS 


1930    1935    1940    1945    1950    1955  1960 

YEAR  ENDING  JUNE  30 


47 


"Of  all  cooperative  ingredients 
for  success,  the  most  important  is 
flexibility  in  operations.  To  the  ex- 
tent that  cooperatives  can  adjust 


themselves  to  the  rigorous  necessi- 
ties of  the  present,  they  will  become 
stronger  as  democratic  institu- 
tions." 


Figure  6. — Additional  net  sales  returns  per  ton  of  cottonseed  of  SWIG 
patrons  above  open  market  prices,  crops  of  1934-59 
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APPENDIX 


Appendix  table  1. — Approximate  cotton  production  in  the  area  served  by  SWIG1 


Number  of  running  bales 

Crop  year 

Upland 

Pima 

Total 

1957. 
1958. 


470,  600 
536, 100 
545,  800 


47,  600 
55,  700 

48,  800 


518,  200 
591,  800 
594,  600 


1  Includes  District  6  of  Texas,  Graham,  Cochise,  and  Greenlee  Counties  in  Arizona  and  all  of  New  Mexico 
except  Lee  and  Roosevelt  Counties. 


Appendix  table  2. — Balance  sheet,  by  cotton  and  cottonseed  departments,  June  30, 1960 


Departments 

Item 

SWIG 

Consolidated 

Cotton 

Cottonseed 

Assets: 

Current  

Fixed— net. 
Other  


Total. 


Liabilities: 
Current. 
Term... 


Total. 


Net  worth: 

Equity  certificates. 
Allocated  reserves.. 


Total  

Liabilities  and  net  worth. 


i  $1,  584,  716.  47     $1,  341,  881.  80         $402,  834.  67 
834,  366.  54         207,  461 .  03          626,  905.  51 
11,000.00  11,000.00  


i  2,  430,  083.  01 

1,  560.  342.  83 

1,  029,  740. 18 

1  1, 425,  909.  65 

1,  268,  037.  69 

317,  871.  96 

i  1,  425,  909.  65 

1,  268,  037.  69 

317,  871.96 

568,  811.22 
435,  362. 14 

292,  305. 14 

568,811.22 
143,  057.  00 

1,  004,  173.  36 

292,  305.  14 

711,868.22 

i  2,  430,  083.  01 

1,  560,  342.  83 

1,029,  740.18 

Interdepartmental  loan  of  $160,000  from  cotton  to  cottonseed  eliminated. 


Appendix  table  3. — Patrons  classified  by  the  number  delivering  either  or  both  cotton 
and  cottonseed,  crops  of  1957,  1958,  and  1959 


Crop  year 

Patrons  delivering 

1957 

1958 

1959 

Number  of  patrons 

Cottonseed,  with  or  without  cotton. 
Cotton,  with  or  without  cottonseed- .. 

Both  cottonseed  and  cotton   

Cottonseed,  but  no  cotton  

Cotton,  but  no  cottonseed  

Either  or  both,  cottonseed  and  cotton. 


1,307 

1,476 

1,550 

945 

1,109 

1,174 

855 

1.026 

1,068 

452 

450 

482 

90 

109 

106 

1,397 

1,585 

1,656 

50 


Appendix  table  4. — Loans  by  Production  Credit  Corporation,  El  Paso,  Tex.,  1931-41 


Total  amount 

.Average 

Operating 

JL  LoKsCLl  yVCLL 

Ul  lUaiio 

loan 

ciirrVliic 

(deficit) 

1 Q31 -39 

161 

tiQfi  n'ifi  no 

<P±£7U,  UuU.  UU 

$1,  217.  74 

1  f<t;483  841 

1 Q39-33 

141 

132  Q78  R7 

'  943. 11 

Q 

1933-34 

96 

140  078.  91 

1  459. 15 

(•  12) 

1 034-35 

93 

939 ' 020  5fi 

2  494.  84 

410.  78 

1935-36 

98 

278  743.  96 

2  844.  32 

4,  456.  57 

1 Q3fi-37 

144 

Q07  IQfi  QK 

9'  688  87 

(4,'  191. 19) 

1937-38 

103 

258  650.  00 

2  511. 16 

'  253!  37 

1938-39 

106 

270,  546.  25 

2'  552.  32 

(902.  79) 

1  QQQ—40 

109 

2' 659  41 

1  517  12 

1940-41  

81 

252, 972.  03 

3',  123. 11 

'  273!  87 

1941-42  

102 

205, 836. 14 

2,  018.  00 

221.  57 

1942-43  

80 

153,  007.  50 

1,912.  59 

499.  97 

1943-44 

106 

941   381  04 

2  277  22 

(262  75) 

1944-45  

31 

78, 385.  00 

2!  528!  55 

(642!  87) 

1945-46  

27 

55,  760.  00 

2,  065. 19 

1,  682.  75 

1946-47  

37 

57,  850.  00 

1,  563.  51 

(142. 10) 

Total... 

1,515 

3,  231,342.  45 

2, 132.  90 

2,  690.  34 

1  Parentheses  denote  deficits. 


Appendix  table  5. — Cotton  and  cottonseed  marketed  and  net  sales  returns  to  patrons, 


1926-21  through  1959-60 

Fiscal  year 

Quantities  marketed 

Net  s 

ales  returns  to  patrons 

Cotton 

Cottonseed 

Cotton 

Cottonseed 

Total 

1926-27  

Bales 

  1  2, 816 

Tons 

Dollars 
2  $143,  000 
2  1,  478,  000 

Dollars 

Dollars 
$143,  000 
1,  478,  000 

19  27-28  

  1  18, 017 

1928-29  

  21, 914 

1,  601,  836 

1,  601,836 

1929-30  

  35, 099 

3,  057, 174 

3, 057, 174 

1930-31  

  66, 593 

3, 424,  457 

3,  424, 457 

1931-32  

  58, 644 

1,  844,  745 

1,  844,  745 

1932-33  

  33, 930 

1, 144,  566 

1, 144,  566 

1933-34  

  57, 486 

(3) 

3, 173,  385 

(3) 

3, 173,  385 

1934-35  

  51,311 

10,  714.  6 

1,  741,  687 

$424,  512 

2, 166, 199 

193.5-36  

  32, 642 

6,  327.  9 

2,  745,  369 

225,  653 

2,  971,  022 

1936-37  

  34, 052 

11,  518.4 

2, 076,  252 

508,  883 

2,  585, 135 

1937-38  

  49, 689 

15,  455.6 

2, 120, 221 

385, 154 

2,  505,  375 

1938-39  

  33, 146 

13,  433.  2 

1,489,  913 

326,  561 

1,  816,  474 

1939-40  

  29, 950 

10,  689.  0 

1, 459,  879 

344, 186 

1,  804,  065 

1940-41   

  33, 786 

13, 218.  2 

1,  694,  735 

366,  541 

2, 061,  276 

1941-42  

  36, 328 

15,  057. 9 

3,  825,  617 

859, 249 

4,  684,  866 

1942-43  

  41, 879 

14,  330.  9 

5,  072,  072 

808,  008 

5,  880,  080 

1943-44  

  35, 190 

16,  571.1 

4, 442,  900 

1,  096,  500 

5,  539,  400 

1944-45  

  33, 918 

16,  707.2 

4, 164,  350 

1, 118,  712 

5, 283.  062 

1945-46   

  35, 367 

18,  522.  7 

4,  730, 204 

1,311,367 

6, 041,  571 

1946-47   

  39, 506 

19,  056.  8 

6,  829,  838 

2,  482,  216 

9, 312,  054 

1947-48  

  44, 841 

20, 129.  7 

8,  474,  342 

2,  781,040 

11,255,  382 

1948-49  

  54, 316 

30, 655.  2 

9,  267,  775 

2,  435, 177 

11,  702,  952 

1949-50   

  50, 154 

33,  702.  6 

8,  822,  798 

2,  017,  288 

10,  840,  086 

1950-51  

  36, 993 

27,  365. 1 

9,  209,  728 

3,  307,  335 

12,  517, 063 

1951-52  

40,  653 

32,  980.  5 

8,  771,  237 

2,  790,  293 

11,  561,  530 

1952-53  

  38, 566 

41,726.4 

7, 106,  243 

3,  651,  849 

10,  758,  092 

1953-54  

  49, 956 

38,  723. 2 

10,  461,  066 

2,  616,  812 

13,  077,  878 

1954-55  

65,  659 

37,  631.  5 

13,  094,  712 

2,  770,  058 

15,  864,  770 

1955-56  

  73, 946 

31,  666.  4 

14,  493,  725 

1,911,720 

16,  405,  445 

1956  -57  

  84, 777 

38,  319.  7 

16,  678,  111 

2,  930,  824 

19,  608,  935 

1957-58  

  81,835 

38,  673. 8 

16,  362,  044 

2,  615, 349 

18,  977, 393 

1958-59  

  122, 533 

45,  755.  6 

24,  335, 196 

2,  562,  780 

26,  897,  976 

1959-60  

  111,658 

50,  485.  3 

21,  711, 164 

2,  790,  035 

24,  501, 199 

Total   

1,  637, 150 

649,  418.  5 

227,  048,  341 

45, 438, 102 

272,  486,  44  3 

1  Cotton  sold  through  Texas  Farm  Bureau  Cotton  Association. 
J  Estimated  from  amount  deducted  for  2  percent  reserve  fund. 
3  Cottonseed  not  marketed  before  1934-35  season. 
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Appendix  table  6. — Capital  equities  of  mem- 
bers of  SWIG  by  departments  and  years, 
1927-60 


Year  ending 

Cotton 

Cottonseed 

June  30 

Total 

marketing 

processing 

department 

department 

1927   $2,822  $2,822   

1928   40,705  40.705   

1929   80,952  80,952   

1930   87,855  87,855   

1931   i  (49,016)  (49.016)   

1932   74.646  74,646   

1933   135.890  135,890   

1934   210,482  210,482  (2) 

1935   234,365  210,274  $24,091 

1936   232,965  205,214  27,751 

1937   300,426  211,696  88,730 

1938   300.585  211,974  88,611 

1939   281,215  202,401  78,814 

1940   253.689  200,491  53,198 

1941   255,904  201,397  54.507 

1942   218,541  147,501  71,040 

1943   292.169  148,205  143,964 

1944   366,506  187,257  179,249 

1945   395,955  228,766  167,189 

1946   460,385  292,879  167,506 

1947   449,206  162,042  287,164 

1948   777,731  295,866  481,865 

1949   879,647  230,507  649,140 

1950   921,656  275,507  646,149 

1951   1,125,995  444,567  681,428 

1952   1,128,718  446,599  682.119 

1953   1,152.242  470,123  682,119 

1954   1,128,719  446,600  682,119 

1955   974,424  292,305  682,119 

1956   974,424  292,305  682,119 

1957   974,424  292,305  682,119 

1958   974,424  292,305  682,119 

1959   1,004,173  292,305  711,868 

1960   1,004,173  292,305  711,868 


1  Parentheses  denote  minus  quantities. 

2  Cottonseed  not  marketed  before  crop  of  1934-35. 


Appendix  table  7. — Net  sales  returns  per  ton  of  cottonseed 
to  patrons  of  SWIG  as  compared  to  open  market  prices, 
1934-59 


Crop  year 


Tons 
marketed 


Prices  paid  per 

Advantage  to  pat- 

ton by: 

rons  of  SWIG 

SWIG 

Others 

Per 

Total 

ton 

amount 

1934        _    .....  _. 

10, 714.  6 

$39.  62 

$37.  45 

$2. 17 

$23,  251 

1935             .  . 

6, 327.  9 

35.  66 

33.  31 

2.  35 

14,  871 

1936  ..  ..  . 

11,  518.  4 

44. 18 

35.  57 

8.  61 

99, 173 

1937               .     .  . 

15,  455.  6 

24.  92 

23.  82 

1. 10 

17,  001 

1938  ....   . 

13,  433.  2 

24.  31 

27. 00 

1  (2.  69) 

(36, 135) 

1939          .  . 

10,  689. 0 

32.  20 

26.  23 

5.  97 

63,  813 

1940   ... 

13,  218.  2 

27.  73 

23.  50 

4.  23 

55,  913 

1941  .  .   

15,  057.  9 

57. 06 

51.  70 

5.  36 

80,  710 

1942  

14,  330.  9 

56.  38 

51.62 

4.76 

68,  215 

1943  

16,  571. 1 

66. 17 

57.  29 

8.  88 

147, 151 

1911 

16  707  2 

66  96 

63  00 

3  96 

66  161 

1945  

18!  522!  7 

70.'  80 

62!  97 

7.  83 

145!  033 

1946  

19,  056.  8 

130. 25 

85.95 

44.  30 

844,  216 

1947  

20, 129.  7 

138. 16 

96.  27 

41.89 

843, 233 

1948  

30,  655.  2 

79.44 

77.  50 

1.94 

59,  471 

1949  

33,  702.  6 

59.  86 

44. 00 

15.  86 

534,  523 

1950  

27,  365. 1 

120.  86 

98.  24 

22.  62 

618,  999 

1951  

32, 980.  5 

84.  60 

79.  39 

5.  21 

171,  828 

1952  

41,  726.  4 

87.  52 

76.  74 

10.  78 

449,  811 

1953  

38,  723.  2 

67.  58 

59.  49 

8.09 

313,  271 

1954  

37,  631.  5 

73.61 

64.  00 

9.  61 

361,  639 

1955  

31,  666.  4 

60.37 

53. 00 

7.  37 

233,  381 

1956  

38,  319.  7 

76.  48 

72.00 

4.  48 

171,  672 

1957  

38,  673.  8 

67.  63 

64.13 

3.  50 

135,  358 

1958  

45,  755.  6 

56.01 

46.  50 

9.  51 

435, 136 

1959  

50,  485.  3 

55. 26 

46.00 

9.  26 

467,  494 

Total  or  average.. 

649,  418.  5 

69.97 

60. 14 

9.  83 

6,  385, 189 

1  Parentheses  denote  minus  quantities. 


Members  of  SWIG  wbo  bave  served  on  the  board  of  directors,  and  their  periods 
of  service  are  as  follows : 


Name 


Period 


Name 


Period 


Lee  Harland  1   1926-35 

C.E.Rhodes1   1926-28 

Edwin  Burt  1   1926-27 

Albert  S.  Eyler  1   1926-27 

Gowan  Jones  1   1926-34 

George  E.  Sligh  »   1926-27 

Jas.  C.  White  1   1926-27 

F.  D.  Bowman  1   1926-37 

L.  W.  Worsham  1   1926-28 

Idus  T.  Gillett   1927-32 

F.  M.  Hayner   1927-50 

T.  D.  Lovelady   1927-29 

F.  E.  Jackson 2___-   1928-46 

T.  D.  Porcher   1928-44 

J.  B.  Spears   1928-29 

W.  T.  Young   1929-32 

Wade  H.  Miller   1930-54 

Roy  H.  Davidson   1931-34 

Wm.  Rosing   1932-39 

C.  E.  Burnbridge   1933-34 

L.  E.  Freudenthal   1934-37 

C.  E.  Oden   1934-37 


Carl  Price   1935-49 

C.  W.  Bickley   1935-44 

T.  H.  Flint   1936-37 

E.  J.  Rigney   1937-46 

W.  E.  McNeil   1937-43 

Gus  E.  Eminger   1939-47 

J.  W.  Newberry   1943-54 

J.  S.  Samples  3   1944-60 

W.  N.  Martin   1944-45 

Brook  Dalton   1945-50 

Delmar  Roberts  3   1946-60 

S.  Y.  Wilson  3   1946-60 

M.  L.  Thomas   1947-51 

J.  L.  Esslinger,  Sr.3   1949-60 

Wm.  F.  Hayner  3   1950-60 

John  T.  Bean  3   1950-60 

M.  L.  Hays   1951-53 

Glen  Camp,  Sr.3   1954-60 

Emilio  Provincio  3   1954-60 

Clyde  Simpson  3   1954-60 

J.  T.  McKinney  3   1957-60 


1  Incorporating  director. 

2  Not  a  director,  1931-37. 

3  Director  during  1960-61  fiscal  year. 
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Members  of  SWIG  who  have  served  as  president  of  the  association  and  their  periods 
of  service  follow : 


Name 


Period  of  service 


Gowan  Jones  

Idus  T.  Gillett. 
F.  D.  Bowman. 
T.  D.  Porcher__ 
F.  M.  Havner__ 
Wade  H.  Miller 
Delmar  Roberts 


Sept.  1926-Jan.  1929 
Feb.  1929-Oct.  1931 
Nov.  1931-Jan.  1935 
Feb.  1935-Julv  1943 
Aug.  1943-Julv  1944 
Aug.  1944- July  1954 
Aug.  1954-re-elected, 
1960 


Employee  Insurance  Plan  of  Southwest  Irrigated  Cotton  Growers 
Association,  El  Paso,  Tex. 

Preamble 

This  booklet  discusses  briefly  the  main  features  of  the  plan.  The  com- 
plete terms  and  conditions  are  covered  in  the  group  insurance  policies. 

In  order  to  have  the  information  contained  in  this  booklet  readily 
available  when  needed,  we  suggest  that  you  put  it  in  a  safe  place  and  let 
someone  in  your  family  or  household  know  where  you  keep  it. 


Schedule  of  Benefits  and  Costs 

Class  Basic  earnings  Life  insurance  Major  medical 

A             $7,000  and  above  annual  salary   $10,000  $5,000 

B             Less  than  $7,000  annual  salary   5,  000          5,  000 

C             Hourly  paid  employees   2,  000          5,  000 

Employee  Monthly  Cost  (25%  of  total) 

Employee 
Single        and  all 
Class  employee  dependents 

A  $4.  34       $7.  06 

B  2.  99         5.  71 

C  2.  18         4.  90 

The  entire  balance  (75  %)  of  the  cost  is  being  paid  by  your  employer. 


Group  Life  Insurance 
(Employees  Only) 

Underwritten  by    Life  Insurance  Company 


Coverage 

The  Group  Life  Insurance  is  pay- 
able in  the  event  of  your  death  from 
any  cause  at  any  time  or  place  while 
you  are  insured.  Payment  will  be 
made  in  a  lump  sum  or  in  install- 
ments to  the  beneficiary  designated 


by  you.  The  beneficiary  may  be 
changed  whenever  you  wish. 

Eligibility  and  Effective  Dates 

This  plan  became  effective  June 
1,  1958.  Employees  hired  after 
June  1,  1958  will  be  eligible  after 
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completing  one  year  of  full-time 
employment.  It  will  be  necessary 
for  employees  who  make  application 
more  than  31  days  after  their  date 
of  eligibility  to  furnish  evidence  of 
insurability  in  connection  with  their 
group  life  insurance. 

Extended  Insurance 

If  any  employee  while  insured 
and  while  under  age  60  becomes 
totally  disabled  from  bodily  injury 
or  disease  so  that  he  is  actually  pre- 
vented thereby  from  engaging  in 
any  occupation  or  business,  or  from 
performing  any  work  for  remuner- 
ation or  profit,  and  written  proof 
thereof  satisfactory  to   


 Life  Insurance  Company  is 

furnished  by  the  Employer  to  the 
Company  at  its  Home  Office  within 
91  days  after  termination  of  such 
employee's  employment,  the  Life 
Insurance  of  such  employee  in  the 
amount  in  force  at  the  time  of  term- 
ination of  his  employment  will  be 


extended  without  payment  of  prem- 
iums during  the  further  continu- 
ance of  such  total  disability  for  a 
period  of  one  year  from  the  date  of 
termination  of  his  employment.  It 
is  further  provided  that  subsequent 
proofs  of  disability  must  be  fur- 
nished each  year  thereafter  for  the 
extension  of  the  Life  Insurance  for 
further  periods  of  not  exceeding 
one  year  each  during  the  continu- 
ance of  such  total  disability. 

Conversion 

Within  31  days  following  ter- 
mination of  your  employment,  you 
may  convert  your  Group  Life  In- 
surance to  an  individual  policy  on 
any  one  of  the  applicable  forms 

then  customarily  issued  by   

  Life  Insurance  Company, 


if  application  in  writing  is  made  to 
the  Company.  This  individual 
policy  will  be  issued  without  evi- 
dence of  insurability  at  standard 
rates  for  your  attained  age. 


Major  Medical  Expense  Benefits 
(Employee  and  Dependent  Benefits) 

Underwritten  by    Mutual  Life  Insurance  Company 


Coverage 

Major  Medical  Expense  Insur- 
ance provides  benefits  for  medical 
care  expenses  incurred  as  a  result 
of  a  nonoccupational  Illness.  Hos- 
pital confinement  is  not  required. 
The  maximum  Major  Medical  Ex- 
pense Benefit  for  all  employees  and 
dependents  is  $5,000.00. 

Eligibility  and  Effective  Dates 

This  portion  of  the  plan  became 
effective  on  June  1,  1958.  If  you 
are  a  full-time  employee  and  you 
were  employed  on  or  prior  to  June 


1,  1958,  you  were  eligible  on  that 
date.  If  you  are  hired  as  a  full-time 
employee  after  June  1,  1958,  you 
will  be  eligible  on  the  first  day  fol- 
lowing the  date  you  complete  one 
year  of  service. 

Any  employee  absent  from  active 
work  and  disabled  on  the  date  he 
would  otherwise  be  insured  will  be 
insured  on  the  day  he  returns  to 
full-time  active  work. 

Insurance  with  respect  to  a  de- 
pendent may  become  effective  only 
in  the  event  that  such  dependent  is 
not  at  that  time  hospital  confined, 
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except  that  insurance  for  a  newborn 
child  may  become  effective  when  the 
child  is  8  days  old  if  then  confined 
due  to  accidental  bodily  injury  or 
disease.  With  respect  to  your  de- 
pendent insurance  however,  if  you 
fail  to  apply  for  such  coverage  with- 
in thirty-one  days  after  you  become 
eligible,  it  will  be  necessary  for  you 
to  wait  three  months  from  your 
date  of  application  before  your 
dependent  coverage  becomes  effec- 
tive. 

Definition  of  Illness 

"Illness"  is  defined  as  bodily  dis- 
order or  accidental  injury  or  mental 
infirmity.  All  bodily  injuries  sus- 
tained by  a  covered  individual  in 
one  accident  will  be  considered  as 
one  illness.  All  bodily  disorders 
and  mental  infirmities  existing  con- 
currently which  are  due  to  the  same 
cause  or  pathologically  related 
causes  will  be  considered  as  one  ill- 
ness. Successive  bodily  disorders 
and  mental  infirmities  due  to  the 
same  cause  or  pathologically  related 
causes  will  be  considered  as  one 
illness. 

Covered  Medical  Expenses 

Covered  Medical  Expenses  are 
the  expenses  listed  below  when 
necessary  and  reasonable,  except  as 
limited  in  the  section  headed 
"Limitations" : 

1.  Charges  made  by  a  doctor  for 
medical  services,  including  sur- 
gical operations. 

2.  Charges  made  by  a  hospital  for 
medical  care  and  treatment,  ex- 
cept private  room  charges  in  ex- 
cess of  the  Private  Room  Limit 
shown  in  the  Schedule  of 
Amounts  and  except  ambulance 
charges  other  than  those  specified 
below. 

3.  Charges  made  by  a  registered 
graduate  nurse  other  than  a  nurse 


who  ordinarily  resides  in  an  em- 
ployee's household  or  is  a  mem- 
ber of  his  immediate  family. 
4.  Charges,  not  included  above,  for 
the  following  medical  services  or 
supplies : 

a.  drugs  and  medicines  requiring 
a  doctor's  prescription; 

b.  anesthesia,  including  charges 
for  the  administration  there- 
of; 

c.  diagnostic  X-ray  and  labora- 
tory service; 

d.  oxygen  anci  rental  of  equip- 
ment required  for  the  adminis- 
tration of  oxygen; 

e.  X-ray,  radium  and  radioactive 
isotopes  therapy ; 

f.  rental  of  durable  medical 
equipment  required  for  tempo- 
rary therapeutic  use ; 

g.  blood  transfusions,  including 
the  cost  of  whole  blood  or 
blood  plasma ; 

h.  casts,  splints,  trusses  and 
braces ; 

i.  charges  for  transporting  a 
covered  individual,  within  the 
continental  limits  of  the 
United  States  or  Canada,  to  a 
hospital  for  emergency  treat- 
ment of  an  illness  or  from  a 
hospital  directly  to  his  place  of 
residence  when  such  charges 
are  made  by  a  professional 
ambulance  service  (for  the 
purpose  of  this  provision, 
charges  for  transportation  by 
railroad  or  commercial  air- 
line, on  a  regularly  scheduled 
flight  shall  be  Covered  Medi- 
cal Expenses  if  considerations 
of  time  or  distance  necessitate 
such  transportation  in  lieu  of 
transportation  by  a  profes- 
sional ambulance  service) . 

Deductible  Amount 

The  Deductible  Amount  is  an 
amount  of  Covered  Medical  Ex- 
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pense,  shown  in  the  Schedule  of 
Amounts,  which  must  be  incurred, 
where  required,  by  a  covered  indi- 
vidual (an  insured  employee  or  one 
of  his  covered  dependents)  before 
Major  Medical  benefits  become 
payable. 

An  attractive  feature  of  the  plan 
is  the  provision  that  the  Deductible 
Amount  will  be  applied  only  once 
in  each  calendar  year  instead  of  to 
each  illness. 

The  plan  provides  that  expenses 
applicable  to  the  Deductible 
Amount  incurred  during  the  last 
three  months  of  a  year  will  be  ap- 
plied also  to  the  Deductible  Amount 
for  the  next  year. 

The  plan  allows  the  application 
of  a  single  Deductible  Amount  to 
the  covered  expenses  of  all  insured 
members  of  a  family  who  are  in- 
jured in  the  same  accident. 

Extended  Benefits 

If  the  insurance  on  an  employee 
or  dependent  is  discontinued  for 
any  reason  and  such  employee  or 
dependent  incurs  Covered  Medical 
Expenses  after  such  discontinuance 
but  prior  to  the  expiration  of  two 
years  immediately  following  such 
discontinuance,  the  Massachusetts 
Mutual  will  recognize  such  expenses 
as  a  basis  for  claim,  if 

a.  the  expenses  are  due  to  an  illness 
which  commenced  prior  to  such 
discontinuance,  and 

b.  the  employee  or  dependent  was 
totally  disabled  by  such  illness 
on  the  date  of  such  discontinu- 
ance and  remained  so  disabled 
continuously  until  the  incurrence 
of  the  expenses  for  which  claim 
is  made. 

Limitations 

The  following  expenses  will  not  be 
considered  Covered  Medical 
Expenses  : 


1.  Expenses  for  any  illness  for 
which  benefits  are  payable  un- 
der any  Workmen's  Compensa- 
tion Act  or  which  results  from 
employment. 

2.  Expenses  for  which  the  em- 
employee  or  dependent  receives 
benefits  under  another  group 
plan  made  available  by  the  em- 
employee's  or  dependent's 
employer. 

3.  Expenses  due  to  pregnancy,  ex- 
cept expenses  incurred  as  a  re- 
sult of  toxemia  with  convul- 
sions, pernicious  vomiting,  or 
complications  requiring  intra- 
abdominal surgery.  Benefits 
will  be  payable  for  such  expen- 
ses only  if  pregnancy  com- 
menced after  the  effective  date 
of  insurance  except  for  a  female 
employee  who  was  eligible  on 
the  effective  date  of  the  Major 
Medical  plan  and  was  insured 
within  31  days  thereafter. 

4.  Expenses  for  dental  treatment, 
except 

a.  to  the  extent  necessary  to  re- 
pair injuries  to  natural  teeth 
caused  by  an  accident  occur- 
ring while  insured,  or 

b.  gingivectomy,  apicectomy 
and  surgical  removal  of  im- 
pacted teeth,  or 

c.  dental  surgery  performed 
while  the  individual  is  con- 
fined as  an  inpatient  in  a 
hospital. 

5.  Expenses  for  cosmetic  surgery, 
except  to  repair  disfigurement 
due  to  an  accident  occurring 
while  insured. 

6.  Expenses  for  health  examina- 
tions and  normal  eye  and  ear 
examinations,  including  the  fit- 
ting of  glasses  and  hearing  aids. 

7.  Expenses  for  any  illness  re- 
sulting from  war,  either  de- 
clared or  undeclared. 
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8.  Expenses  that  are  not  certified 
as  necessary  by  a  doctor. 

9.  Expenses  for  care  rendered  by 
or  in  any  medical  facility  of  the 
United  States  Government. 

10.  Expenses  for  care  rendered  by 
or  in  any  medical  facility  of  a 
State  or  political  subdivision 
thereof  unless  there  is  an  un- 
conditional requirement  to  pay 
without  regard  to  rights  against 
others,  contractual  or  otherwise. 

11.  Expenses  due  to  an  illness  for 
which  medical  care  or  treat- 
ment was  given  during  the  90- 
day  period  immediately  pre- 
ceding the  effective  date  of  an 
employee's  insurance.  This 
limitation  will  not  apply  after 
any  90-day  period  which  ends 
after  such  effective  date  and 
during  which  there  has  been  no 
medical  care  or  treatment  for 
that  illness.  This  limitation  ap- 
plies only  to  those  employees 
and  dependents  who  are  insured 
after  June  1,  1958,  and  not  to 
those  who  are  insured  on  June 
1,  1958. 

Schedule  of  Amounts 

A.  Maximum   $5,000.00 

B.  Deductible 

Amount   50.00 

C.  Private  Eoom 

Limit   14.00 

How  Much  Does  the  Plan  Pay? 

If  a  covered  individual  incurs 
Covered  Medical  Expenses,  the  em- 
ployee will  receive  the  benefits  de- 
scribed below,  subject  to  the  above 
Maximum. 

A.  Benefits  for  Hospital  Confine- 
ment 

If  the  employee  or  his  dependent 
is  confined  (a)  as  an  inpatient  or 
(b)  as  other  than  an  inpatient  for 


a  surgical  operation  or  for  emer- 
gency treatment  immediately  fol- 
lowing an  accidental  bodily  injury, 
no  Deductible  Amount  is  applied  to 
hospital  charges  and  the  employee 
will  receive  a  benefit  equal  to 

1.  the  first  $500  of  charges  made 
by  the  hospital  during  any  one 
period  of  hospital  confine- 
ment, except  that  in  the  event 
of  confinement  in  a  private 
room,  the  maximum  daily 
benefit  for  room  and  board  is 
as  shown  in  the  Schedule  of 
Amounts.  Successive  periods 
of  hospital  confinement  are 
considered  as  one  period  un- 
less the  subsequent  confinement 
commences  after  complete  re- 
covery from  the  injury  or 
disease  causing  the  previous 
confinement  or  is  due  to  an  in- 
jury or  disease  entirely  unre- 
lated to  the  causes  of  the 
previous  confinement  or,  in  the 
case  of  the  employee,  com- 
mences after  the  employee  has 
returned  to  active  work  on 
full  time. 

2.  for  charges  in  excess  of  $500, 
the  benefit  described  in  Para- 
graph B,  below. 

B.  Benefits  for  Additional  Covered 
Medical  Expenses 

Subject  to  the  Deductible 
Amount  requirement  described  be- 
low, the  employee  will  receive  a 
benefit  for  Additional  Covered 
Medical  Expenses  which  is  equal  to 
80%  of  the  first  $2,000  of  such  ex- 
penses incurred  in  a  calendar  year 
and  100%  of  the  balance  of  such 
expenses  incurred  in  that  year. 

The  following  expenses  are  clas- 
sified as  "Additional  Covered  Med- 
ical Expenses" : 

1.  Hospital  charges  in  excess  of 
$500  for  confinement  in  a  hos- 
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pital  as  described  in  "A"  above 
and  charges  made  by  a  doctor 
for  a  surgical  operation. 
There  is  no  Deductible 
Amount  requirement  with  re- 
spect to  these  charges. 
2.  All  other  Covered  Medical  Ex- 
penses. Benefits  for  these  ex- 
penses are  payable  only  after 
a  covered  individual  has  in- 
curred an  amount  of  such  ex- 
penses in  excess  of  the  De- 
ductible Amount. 

Definition  of  Dependent 

Your  dependents  are  defined  as: 

(a)  your  spouse,  if  he  or  she  is  not 
eligible  for  personal  insurance 
or  benefits  under  this  plan  as 
an  employee,  is  not  legally 
separated  from  you  and  is  not 
a  member  of  the  armed  forces, 
and 

(b)  your  unmarried  children  (in- 
cluding any  stepchild,  legally 
adopted  child  and  foster  child) 
over  seven  days  but  under  nine- 
teen years  of  age,  if  they  are 
not  eligible  for  personal  insur- 
ance or  benefits  under  this  plan 
as  employees  and  are  not  mem- 
bers of  the  armed  forces. 


Definitions  of  Certain  Words  and 
Phrases 

The   following  words  and 
phrases,  as  used  in  this  booklet, 
have  the  meanings  shown  below : 
Hospital — an  institution  which: 

(a)  provides  day  and  night  lodg- 
ing and  has  as  its  primary 
purpose  providing  facilities 
for  the  diagnosis  and  treatment 
of  injury  or  disease  under  the 
supervision  of  doctors,  and 

(b)  provides  day  and  night  nurs- 
ing by  or  under  the  supervision 
of  registered  graduate  nurses, 
and 

(c)  is  not  primarily  a  place  for  rest 
or  the  aged,  a  place  for  treat- 
ment of  drug  addiction  or  alco- 
holism or  a  nursing  or  conva- 
lescent home,  and 

(d)  is  licensed  and  legally  operated 
as  a  hospital,  and 

(e)  is  not  owned  or  operated  by  the 
United  States  Government, 
and 

(f )  if  owned  or  operated  by  a  State 
or  political  subdivision,  would 
make  a  charge  in  the  absence 
of  insurance. 

Doctor,  Physician  or  Surgeon — a 
doctor  licensed  to  practice  medicine. 


Additional  Facts 

Applicable  to  All  Coverages  Described  in  This  Booklet 


No    Medical    Examination    if  You 
Apply  Promptly 

No  medical  examination  is  neces- 
sary for  you  to  become  insured  if 
you  make  application  on  or  before 
the  date  you  become  eligible. 

When  Your  Insurance  Terminates 

Your  insurance  under  this  plan 
will  be  discontinued  when  your  em- 


ployment in  an  eligible  class  termi- 
nates or  if  you  fail  to  make  any 
required  contribution. 

Certificate  of  Insurance 

You  will  receive  a  certificate  of 
insurance  from  both  insurance  com- 
panies stating  the  amount  of  your 
insurance,  the  benefits  to  which  3^011 
are  entitled  and  other  essential  fea- 
tures of  the  plan. 
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Following  is  a  complete  copy  of  a  speech  by  B.  C.  Pittuck,  former 
general  manager  of  SWIG,  at  the  association's  1928  annual  meeting: 

Article  Printed  in  The  Farm  Bureau  News,  July  15,  1928  Edition 

History,  Progress  and  Future  Plans  of  Southwestern  Irrigated 
Cotton  Growers  Told  at  Annual  Meeting  Last  Week 


El  Paso,  Tex.,  July  11. — At  the  annual 
membership  meeting  of  the  Southwestern 
Irrigated  Cotton  Growers  Association, 
held  here  yesterday,  the  history  of  the 
organization,  organization  plans,  sub- 
sidiary activities,  American  Cotton 
Growers  Exchange  matters,  and  general 
information  to  the  membership,  were  dis- 
cussed by  B.  C.  Pittuck,  general  manager. 

In  making  a  general  survey  of  the 
activities  of  the  association,  progress 
made  and  its  future  plans,  Mr.  Pittuck 
charged  the  membership  with  the  respon- 
sibility resting  upon  them,  and  an- 
nounced that  with  the  start  of  the  pres- 
ent season  the  Southwestern  Irrigated 
Cotton  Growers  Association  would 
handle  all  of  its  own  affairs.  His  dis- 
cussion of  these  matters,  addressed  to 
the  members  of  the  association,  follows : 

I  am  submitting  herewith  for  your 
thoughtful  consideration  a  brief  general 
survey  of  the  activities  of  your  Associa- 
tion since  it  was  first  organized.  I  find 
its  history,  the  progress  it  has  made  and 
its  future  plans  provide  material  for  a 
most  interesting  story  that,  when  writ- 
ten, will  carry  with  it  as  its  central 
theme  the  pride  of  accomplishment  on 
the  part  of  the  organized  farmers  in  this 
Valley  of  wonderful  agricultural  re- 
sources. It  remains  largely  with  you 
whether  or  not  the  sequel  to  this  story, 
when  the  time  comes  for  it,  will  chronicle 
to  the  World  a  prosperous,  happy  and 
united  agricultural  citizenship  here  in 
this  Valley. 

History 

The  high  type  and  character  of  the 
farming  population  of  this  Valley,  under 
the  Elephant  Butte  Project,  creates  a 
most  fertile  field  for  cooperative  market- 
ing associations.    With  the  development 


of  cotton  growing  in  this  Valley  the  pro- 
ducers of  cotton  soon  began  to  look 
around  and  about  them  for  an  efficient 
and  economical  method  of  marketing 
their  product  and  naturally,  in  the  first 
instance,  sought  membership  in  the 
Texas  Farm  Bureau  Cotton  Association, 
a  cooperative  cotton  marketing  organiza- 
tion, and  quite  a  number  of  them  affili- 
ated with  the  Association.  The  cotton  of 
this  valley  being  so  distinctive  in  char- 
acter, the  farming  population  so  closely 
confined  as  to  area,  and  so  closely  knit 
together  in  one  common  interest,  a  few  of 
the  producers  of  cotton,  after  careful 
consideration  and  much  deliberation,  and 
with  proper  counsel  and  advice,  decided 
to  organize  a  cooperative  cotton  market- 
ing association  of  their  own  that  would 
include  the  cotton  produced  in  this 
Valley  only. 

It  was  in  August  1926,  according  to 
the  written  records,  that  a  handful  of 
earnest,  straight-thinking,  unselfish  cot- 
ton farmers  of  this  irrigated  Valley,  after 
having  made  an  intensive  and  exhaustive 
study  of  cooperative  cotton  marketing 
structures,  completed  the  organization  of 
Southwestern  Irrigated  Cotton  Growers 
Association.  These  far-seeing  men  did 
their  work  well  and  to  them  you  owe  the 
privilege  of  membership  in  an  organiza- 
tion that  will  endure  as  long  as  its  mem- 
bers live  up  to  their  contract  agreements 
and  its  affairs  are  administered  in  a  busi- 
nesslike way. 

It  was  realized  in  the  beginning,  that 
with  a  limited  membership  and  possible 
small  delivery  the  first  year,  the  affairs 
of  your  Association  could  be  handled  eco- 
nomically and  efficiently  only  in  coopera- 
tion with  some  other  organization  of  a 
like  character.  A  cross-contract  was 
entered    into    with    the    Texas  Farm 
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Bureau  Cotton  Association,  Dallas,  Tex., 
providing  for  the  handling,  financing,  and 
selling  of  your  cotton  and  the  direction 
of  your  field  service.  This  agreement 
was  a  wise  arrangement  in  the  beginning 
and  proved  desirable,  and  is  still  in  force 
and  effect  insofar  as  your  1927-28  cotton 
is  concerned,  but  will  expire  when  that 
season's  business  is  closed.  Your  As- 
sociation will  handle  all  of  its  own 
affairs  beginning  with  the  current  sea- 
son, your  Board  of  Directors  feeling  that 
you  are  now  in  a  position  to  do  this  to 
good  advantage. 

When  your  Association  entered  into  a 
cross-contract  agreement  with  the  Texas 
Farm  Bureau  Cotton  Association  for  the 
handling,  financing,  and  selling  of  your 
cotton,  it  also  entered  into  a  cross-con- 
tract agreement  with  the  Texas  Cotton 
Growers  Finance  Corporation,  a  subsid- 
iary of  that  Association,  which  made 
Crop  Production  Credit  available  to  you 
at  a  very  low  rate  of  interest.  It  is  my 
information,  upon  good  authority,  that 
the  cost  of  financing  Crop  Production  in 
this  Valley  has  been  materially  lowered 
since  Federal  Funds  were  made  available 
to  you  under  the  Agricultural  Credits 
Act.  Through  organized  effort,  there- 
fore, you  have  not  only  rendered  a  serv- 
ice to  yourselves  but,  to  a  more  or  less 
extent,  to  your  non-member-neighbors  as 
well.  This  should  be  a  source  of  deep 
gratification  to  you.  We  hope  to  have 
the  services  of  the  Texas  Cotton  Grow- 
ers Finance  Corporation  available  to 
you  another  year  or  two — at  least  until 
we  are  able  to  set  up  our  own  organiza- 
tion to  finance  your  crop  production  re- 
quirements. 

During  the  first  year  103  members 
shipped  2,846  bales  of  cotton,  only  two 
of  which  were  untenderable.  This  cot- 
ton brought  you  net  returns  hog-round1 
of  $17.19  a  bale  over  and  above  the  aver- 
age net  local  street  price  received  by 
non-members.  During  the  second  year 
262  members  shipped  18,016  bales  of  cot- 
ton with  not  more  than  iy2  percent  un- 
tenderable.   Figuring  against  our  sales 


1  Editor's  note :  Same  price  per  pound 
without  regard  for  quality. 


and  present  market  values  we  feel  sure 
that  the  final  net  returns  on  these  18,016 
bales  of  cotton  will  bring  you  a  satisfac- 
tory premium  over  and  above  the  average 
local  street  price  last  year.  We  have 
some  cotton  sold  and  the  price  yet  to  be 
fixed  and  some  cotton  unsold  and  the 
price  unfixed. 

Organization  Plans 

The  cotton  produced  by  you  in  1926-27 
and  in  1927-28  was  shipped  to  the  Texas 
Farm  Bureau  Cotton  Association.  The 
cotton  you  will  produce  this  year — 1928- 
29 — will  be  shipped  to  your  own  Associa- 
tion. Acting  upon  instructions  of  your 
Board  of  Directors,  we  are  busily  en- 
gaged in  preparing  the  way  for  your  own 
business  set-up.  Beginning  with  the 
current  crop  your  Association  will  handle 
all  of  its  own  business — receive  and 
handle  your  cotton,  finance  and  insure  it, 
sell  it  through  the  American  Cotton 
Growers  Exchange,  and  ship  it  to  its 
final  destination.  Your  every  contact 
will,  therefore,  be  through  your  own  As- 
sociation with  its  headquarters  here  in 
El  Paso,  Texas. 

How  Cotton  Will  Be  Handled 

During  the  coming  season  your  As- 
sociation will  handle  the  cotton  you  pro- 
duce in  the  following  two  ways : 

1.  In  a  Seasonal  or  Long  Time  Pool. 

2.  In  a  Price  Fixation  Pool. 

Under  certain  rules  and  regulations 
which  are  yet  to  be  issued  by  your  Board 
of  Directors  you  will,  therefore,  have  the 
privilege  of  shipping  your  cotton  to  be 
placed  in  either  one  of  these  pools. 

All  cotton  shipped  to  be  placed  in  the 
Seasonal  Pool  will  be  sold  by  your  As- 
sociation in  an  orderly  way  throughout 
the  season  with  the  price  and  the  pre- 
mium pooled  as  to  grade  and  staple 
characters. 

All  cotton  shipped  to  be  placed  in  the 
Price  Fixation  Pool  will  have  the  price 
fixed  on  the  hedge  market  upon  instruc- 
tions of  the  shipping  members.  After  the 
price  is  once  fixed  in  this  way  a  pre- 
liminary settlement  will  be  made  repre- 
senting approximately  85  percent  of  the 
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fixed  price.  Final  settlement  on  Price 
Fixation  Pool  Cotton  will  be  made  when 
all  the  cotton  in  that  pool  has  been  sold 
and  the  average  premium  or  basis  has 
been  actually  determined.  In  the  Price 
Fixation  Pool,  the  price  is  fixed  but  the 
premium  or  basis  is  pooled  as  to  grade 
and  staple  characters. 

The  Association  will  not  fix  the  price  on 
any  cotton  for  the  individual  members 
prior  to  its  delivery,  preferring  to  offer 
this  option  in  such  a  way  as  to  keep  the 
entire  transaction  well  within  the  limits 
of  safe  banking  practice. 

It  is  our  opinion  you  should  not  ex- 
ercise your  privilege  and  ship  your  cotton 
to  the  Price  Fixation  Pool  unless  your 
financial  requirements  demand  it.  It. 
was  to  meet  such  needs  only  that  your 
Board  of  Directors  decided  to  set  up  for 
you  the  Price  Fixation  Pool. 

Subsidiary  Activities 

In  the  business  world  competition  Is 
truthfully  said  to  be  the  life  of  trade.  It 
spurs  one  on  to  greater  endeavor  in  the 
search  for  efficiency,  economy,  and  con- 
suming market  demands.  As  you  are  now 
in  business,  and  in  competition  with  the 
cotton  merchant  in  the  consuming  mar- 
kets of  the  world,  you  must  study  and 
meet  consuming  market  demands,  and 
offer  it  the  cotton  it  wants  when  it  is 
wanted. 

It  is  entirely  possible  that  in  time  you 
may  find  it  necessary  to  control  the 
breeding  and  selection  of  the  cotton  seed 
you  use  for  planting  purposes  in  order 
that  you  may  be  sure  of  having  the  kind 
of  cotton  the  consuming  markets  prefer. 

The  difference  between  good  ginning 
and  poor  ginning  can  easily  represent 
a  difference  of  $20.00  a  bale  in  the  value 
of  your  cotton.  It  is  entirely  possible, 
then,  that  in  time  you  may  find  it  ad- 
visable to  become  a  controlling  factor  in 
the  gins  of  this  valley  in  order  to  insure 
the  proper  ginning  of  your  cotton. 

It  is  entirely  possible  that,  in  due 
course,  you  may  consider  it  advisable  to 
operate  your  own  spinning  mill  in  order 
that  you  may  sell  a  finished  rather  than 
a  raw  product. 


You  have  already  taken  one  forward 
step  in  the  matter  of  subsidiary  activi- 
ties and  one  that  will  add  strength  and 
influence  to  the  cause  you  represent.  I 
have  reference  to  the  agreement  that 
provides  for  the  processing  of  your  seed 
by  an  oil  mill  in  which  you  will  have  a 
substantial  interest. 

These  are  the  material  subsidiary  ac- 
tivities that  you  will,  as  a  matter  of 
good  business,  be  called  upon  in  due 
course  to  consider,  unless  it  so  happens 
that  private  enterprises  find  that  they 
can  meet  your  requirements  in  a  fair  and 
reasonable  way  none  of  which  are  to  any 
extent  out  of  line  with  sound  business 
practice.  There  are,  of  course,  other 
activities  that  will  naturally  follow  those 
mentioned,  most  of  which  relate  to  econ- 
omy of  operations  rather  than  quality  of 
your  product. 

One  other  and  a  very  important  sub- 
sidiary activity  is  a  Finance  Corpora- 
tion. This  we  must  consider  sooner  or 
later,  but  I  believe  we  can  utilize  these 
services  of  the  Finance  Corporation  at 
Dallas  until  we  are  in  a  position  and  pre- 
pared to  care  for  the  needs  of  our  mem- 
bers on  our  own  initiative. 

Independent  Studies  Encouraged 

For  some  reason  which  we  do  not  fully 
understand,  all  cotton  grown  under  ir- 
rigation has  been,  during  the  past  sev- 
eral years,  penalized  in  the  consuming 
markets  when  measured  against  cotton 
of  equal  grade  and  staple  grown  in  non- 
irrigated  areas.  Your  Association  has 
been  deeply  concerned  in  this  most  im- 
portant matter.  As  early  as  last  Febru- 
ary this  condition  was  called  to  the 
attention  of  the  Department  of  Agricul- 
ture and  we  are  now  advised  that  a  Com- 
mittee has  been  appointed  from  among 
the  ablest  men  in  the  Department  to  make 
an  exhaustive  study  of  all  conditions  af- 
fecting the  character  qualities  of  the 
cotton  grown  in  this  Valley.  This  re- 
search study  will,  in  due  course,  inform 
us  definitely  and  positively  whether  or  not 
the  prejudices  against  our  cotton  are  all 
well  founded,  and  if  well  founded,  how 
they  may  be  avoided  in  the  future.  In 
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this  connection  we  want  to  call  your  at- 
tention to  an  analysis  made  of  "Notes 
Gathered  in  Interviews  with  Cotton 
Brokers,  Cotton  Mill  Presidents,  Superin- 
tendents, and  others,  Relative  to  Their 
Experience  with  Irrigated  Cotton  of  the 
Southwest."  These  interviews  were  made 
by  representations  of  the  Bureau  of 
Plant  Industry  and  the  Bureau  of  Agri- 
cultural Economics : 

"First,  the  difficulties  which  the  mills 
have  been  having  with  irrigated  cotton 
does  not  appear  to  be  due  to  variety ; 
second,  it  seems  very  evident  that  grow- 
ers have  not  been  careful  enough  in  pack- 
ing their  cotton  in  that  they  have  allowed 
the  cotton  produced  under  unfavorable 
conditions  to  be  packed  and  put  in  the 
same  bale  with  good  cotton  which  was 
grown  under  more  favorable  conditions ; 
third,  the  gins  have  unquestionably  been 
responsible  for  putting  in  a  lot  of  extra 
waste,  linters,  etc.,  that  is  very  objection- 
able in  the  mills.  A  great  amount  of 
'neps'  no  doubt  have  been  put  in  the  cot- 
ton by  improper  ginning.  Also  a  lot  of 
cotton  was  found  to  have  been  ginned 
wet;  fourth,  the  buyers  have  not  been 
very  particular  about  segregating  the 
good  cotton  from  the  bad  and  in  many 
cases  they  have  not  exercised  the  proper 
intelligence  in  filling  mill  orders.  As  a 
result  of  the  above  it  is  very  evident  that 
improvements  must  be  made  particularly 
in  the  ginning  and  buying  of  Irrigated 
Cotton,  otherwise  it  is  going  to  be  in- 
creasingly difficult  to  find  mills  willing 
to  continue  buying  it." 

Your  Association  helped  to  secure  for 
you  one  of  the  Government  classing  of- 
fices. This  office,  with  its  headquarters 
here  in  El  Paso,  will  gather  valuable  in- 
formation about  our  cotton  and  this  data 
will  be  available  to  you  in  due  course. 
The  studies  made  by  this  office  will  be 
helpful  in  many  ways  and  very  useful  in 
connection  with  the  studies  to  be  made  by 
the  Committee  mentioned  above. 

I  am  calling  your  attention  to  these 
matters  in  order  that  you  may  know  that 
your  Association  is  not  unmindful  of  your 
best  interests  and  that  everything  will 
be  done  at  all  times  to  insure  your 
position. 


The  American  Cotton  Growers 
Exchange 

Your  Association  is  affiliated  with  the 
American  Cotton  Growers  Exchange,  as 
a  class  "A"  member.  The  Exchange  is 
the  National  organization  of  the  Cotton 
Cooperatives  and  represents  their  organ- 
ized efforts  just  as  this  Association  repre- 
sents your  organized  efforts.  Through 
the  Exchange  the  thirteen  State  Associa- 
tions work  together  towards  a  common 
end.  Generally  speaking,  the  Exchange 
does  those  things  which  the  State  Associ- 
ation cannot  do,  or  which  can  be  done 
more  economically  and  more  efficiently  by 
all  of  them  working  together.  The  activi- 
ties of  the  Exchange  may  be  classed  as 
follows : 

Sales. 

Systems  and  Research. 
Traffic. 

Finance  and  Insurance. 
Legislation. 

Internal  Co-ordination. 
Public  Relations. 

The  Exchange  maintains  sales  offices 
in  the  best  markets  of  the  world — in 
seventeen  American  cities  and  thirteen 
foreign  countries.  Every  effort  is  made  to 
sell  direct  to  the  spinner.  The  Exchange 
is  now  perfecting  a  sales  personnel  that 
will  be  second  to  none  in  the  world's 
cotton  trade. 

The  Exchange  studies  the  operating 
experience  of  the  State  Associations  and 
through  its  Systems  and  Research  De- 
partment devises  methods  of  accounting 
that  will  reduce  office  operation  costs. 
In  the  field  of  research  the  Exchange  is 
pioneering  the  way.  Close  studies  are 
being  made  of  supply  and  demand  and 
probable  prices. 

In  the  field  of  traffic,  a  three  year 
study  has  been  made  of  tariff  discrepan- 
cies and  inequalities  that  exist  against 
cotton.  Every  indication  is  that  the 
efforts  of  the  Exchange  in  this  respect 
will  be  successful,  which  will  mean  an 
approximate  reduction  of  the  rate  on  cot- 
ton of  20  percent. 

In  the  matter  of  financing  and  insuring 
cotton,  the  Exchange  has  done  much  in 
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coordinating  the  wants  and  needs  of  the 
several  State  Associations. 

The  Exchange  has  adopted  a  vigorous 
legislative  program,  nonpartisan  so  far 
as  individuals  are  concerned,  represent- 
ing the  views  of  the  farmers  and  op- 
posing a  continuation  of  the  injustices  in 
our  economic  and  social  order. 

The  Exchange  has  brought  about  in- 
ternal coordination  and  contacts  that  are 
well  worth  the  while.  This  work  reflects 
itself  in  the  friendly  feeling  thaat  is  ever 
present  between  big  business  and  former 
organized  effort. 

Position  Before  the  Lending 
Agencies 

Your  Association  has  practically  com- 
pleted arrangements  for  the  proper  fi- 
nancing of  your  cotton.  It  is  an  im- 
portant matter  for  you  to  know  that  the 
banks  of  El  Paso  have  agreed  to  extend 
credit  to  this  Association  in  the  full 
amount  requested  and  have  indicated  a 
friendly  interest  in  our  affairs.  In  New 
York  we  were  able  to  negotiate  a  credit 
that  will  take  care  of  the  requirements 
of  our  Price  Fixation  Pool  and  to  make 
connections  with  responsible  brokerage 
firms  to  take  care  of  price  fixations.  In 
Dallas  we  have  been  assured  of  a  reserve 
credit  if  needed,  and  we  have  the  Federal 
Intermediate  Credit  Bank  of  Houston  as 
an  additional  credit  source. 

Handling  of  Cotton 

Your  cotton  will  be  shipped  to  Houston, 
Tex.,  as  heretofore,  but  to  the  South- 
western Irrigated  Cotton  Growers  As- 
sociation instead  of  to  the  Texas  Farm 
Bureau  Cotton  Association.  At  Houston 
it  will  be  handled  and  stored  in  one  of  the 
best  warehouses  in  this  country.  It  will 
be  under  insurance  for  its  full  market 
value  from  the  time  it  leaves  the  gin  press 
in  the  form  of  a  bale  until  it  passes  out 
of  our  possession.  We  have  obtained  for 
you  satisfactory  handling  costs  at 
Houston  and  our  insurance  rate  is  as  low 
as  can  be  had  by  any  one  anywhere. 
Shipping  instructions,  shipping  tags,  and 
drafts  will  be  mailed  to  you  in  due  time. 


Handling  of  Cotton  Seed 

The  cotton  seed  produced  by  you,  less 
the  reservations  made  under  the  terms 
of  your  contract,  is  to  be  delivered  to  your 
Association  who  will,  in  turn,  deliver  it 
to  the  mill  now  under  construction  by 
Mr.  J.  B.  Spears.  This  is  in  line  with 
the  contract  entered  into  by  and  between 
your  Association  and  Mr.  J.  B.  Spears, 
the  terms  of  which  were  called  to  your 
attention  in  a  special  letter  some  time 
ago.  We  are  now  negotiating  with  the 
ginners  of  the  Valley  with  regard  to  how 
we  want  them  to  receive  and  pass  your 
seed  to  the  Association.  Just  as  soon  as 
final  arrangements  have  been  made  we 
will  advise  you  in  all  detail.  The  ar- 
rangements we  have  in  mind  will  not 
inconvenience  you  in  any  way  whatever. 
The  seed  will  be  paid  for  by  your  As- 
sociation and  at  regular  and  frequent 
intervals,  the  Association  assuming  the 
ginning  cost  on  all  seed  delivered  and 
paying  the  ginner  accordingly. 

Member's  Duties  and 
Responsibilities 

Under  the  terms  of  your  contract  you 
have  entered  into  a  binding  agreement, 
one  with  another,  to  deliver  your  cotton 
and  cottonseed  to  your  Association.  It 
is  unthinkable  that  any  member  of  this 
Association  would  do  otherwise.  In  my 
humble  opinion,  however,  you  have  other 
large  and  important  responsibilities.  To- 
day, for  instance,  you  are  gathered  here 
for  the  purpose,  among  other  things,  of 
selecting  nine  members  who  will  serve 
as  your  Board  of  Directors  during  the 
ensuing  year.  What  more  important 
duty,  outside  of  delivery,  could  you  pos- 
sibly have  than  that  of  selecting  the  men 
who  will  guide  and  direct  the  affairs  of 
your  Association.  Membership  on  your 
Board  of  Directors  should  not  be  con- 
sidered merely  a  position  of  honor,  but 
rather  a  trusteeship  that  carries  with  it 
high  duties  and  responsibilities.  I  would 
charge  you  then  to  exercise  great  care  in 
selecting  members  of  your  Board  and 
make  doubly  sure,  if  it  is  at  all  possible 
for  you  to  do  so,  that  they  all  have  a 
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realizing  sense  of  their  responsibilities 
to  you  individually,  your  organization, 
and  the  great  cause  of  cooperative  cotton 
marketing. 

Another  important  responsibility  that 
rests  with  you  is  the  duty  of  doing  all 
you  can  to  secure  new  and  reliable  mem- 
bers. You  must  ever  keep  before  you 
the  fundamental  truth  that  there  is  great 
strength  in  numbers  when  these  work 
together  towards  one  common  end.  I 
cannot  persuade  myself  to  the  thought 
that  there  is  a  member  of  the  Associa- 
tion here  today  who  cannot,  if  he  but 
will  it  to  do  so,  secure  one  or  more  new 
member  growers.  It  is  your  duty  to  the 
cause  you  represent  to  make  of  your- 
self a  peripatetic  bill  board  spreading 
abroad  the  facts  about  your  Association, 
what  it  stands  for  and  what  it  is  seek- 
ing to  accomplish.  I  would  urge  you  to 
seriously  consider  your  full  strength  in 
this  respect  and  firmly  resolve  here  and 
now  that  you  will  secure  one  or  more 
members  before  the  shipping  season 
begins.  You  can  do  this  and  I  am  con- 
fident you  will.  In  all  seriousness  the 
growth  and  progress  that  will  be  made 
by  your  Association  will  largely  depend 
upon  you  as  individual  members  re- 
flecting the  spirit  of  cooperative  cotton 
marketing,  and  bringing  in  that  way  to 
your  neighbor  cotton  growers,  the  true 
significance  of  cooperative  effort  and  what 
it  means  to  you  and  them. 

In  this  connection  I  want  to  thank  you 
for  the  very  fine  response  to  the  question- 
naires sent  you  some  time  ago.  A  method 
of  approach  will  be  determined  in  the 
case  of  each  prospect  called  to  your  at- 
tention, and  we  hope  in  this  way  to 
secure  a  number  of  new  members. 

In  Conclusion 

In  conclusion  I  want  to  say,  it  is  a 
matter  of  no  little  significance  that,  with 
such  a  small  beginning,  a  few  hundred 
cotton  farmers  in  this  Valley  have  in  2 
years'  time  established  themselves  in  the 
financial  and  consuming  markets  of  the 
world  where  critical  and  discriminating 
eyes  make  searching  investigations.  You 


are  to  be  congratulated  upon  the  strong 
position  you  now  occupy.  This  position 
has  been  gained  in  such  a  short  period  of 
time  that  one  cannot  help  but  marvel  at 
the  rapid  progress  you  have  made.  Cer- 
tainly the  strength  of  your  position  was 
not  brought  about  by  chance.  In  the  be- 
ginning an  economically  sound  founda- 
tion was  provided  for  an  intelligent  agri- 
cultural population  and  it  is  upon  this 
foundation  that  you  are  building  a  struc- 
ture that  represents  the  efforts  of  the 
organized  farmers  of  this  valley.  If  you 
will  but  continue  to  realize  your  respon- 
sibilities to  the  organization  you  have 
created,  there  will  be  no  doubt,  expressed 
or  implied,  as  to  the  future.  You  must, 
however  bear  in  mind  that  the  trail  you 
are  blazing  here  in  this  Valley  will  not 
always  be  an  easy  one  to  follow.  As  you 
grow  in  strength  and  importance  obsta- 
cles will  be  strewn  in  your  path.  These 
obstacles  must  be  overcome  and  the  sur- 
est way  to  surmount  them  is  to  maintain 
at  all  times  that  ever  present  spirit  of 
loyalty  that  is  due  every  cause  that  is 
known  to  be  right. 

The  following  verse,  which  I  think  is 
by  Edgar  A.  Guest,  is  so  applicable  to  the 
requirements  for  successful  work  in 
building  up  Southwestern  Irrigated  Cot- 
ton Growers  Association,  that  I  am  tak- 
ing the  liberty  of  reproducing  it : 

"If  you  think  you  are  beaten,  you  are ; 

If  you  think  you  dare  not,  you  don't. 

If  you'd  like  to  win,  but  you  think  you 
can't 

It's  almost  a  cinch  you  won't. 

If  you  think  you'll  lose,  you're  lost, 

For  out  in  the  world  we  find 

Success  begins  with  a  fellow's  will. 

It's  all  in  the  state  of  mind. 

If  you  think  you're  outclassed,  you  are ; 

You've  got  to  think  high  to  rise. 

You've  got  to  be  sure  of  yourself  before 

You  can  ever  win  a  prize. 

Life's  battles  don't  always  go 

To  the  stronger  or  faster  man; 

But  soon  or  late  the  man  who  wins 

Is  the  one  who  thinks  he  can." 

There  is  no  argument  or  obstacle  that 
can  withstand  organized  effort  when  it 
is  directed  towards  legitimate  ends. 
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